> 


| 
;, 











ie JULY 11, 1931 
FE pRQIODICAL. ROO 
} ts See LIBRARY 
wy. OF MICH. 


What's Ahead in the Stock 
Market 


By A. T. MILLER 


To Get Copper Out of the Red 


By C. S. BURTON 





How to Recoup on Issues Which 


Represent Large Losses 
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THE NATIONAL CITY BANK 
OF NEW YORK 


%; . Capital, Surplus 
55 Wall Street 5 . and Undivided Profits 
New York Vises $225,769,139.11 


Condensed Statement of Condition as of June 30, 1931 


INCLUDING DOMESTIC AND FOREIGN OFFICES 


ASSETS 


Cash in Vault and in Federal Reserve Bank $161,133,434-74 

Due from Banks and Bankers 182,415,687.02 $ 343,549,121.76 
Loans, Discounts and Bankers’ Acceptances 1,003,81 5,601.27 
United States Government Bonds and Certificates $223,030,410.83 

State and Municipal Bonds 6,216,038.17 

Stock in Federal Reserve Bank 6,600,000.00 

Other Bonds and Securities 122,557,108.35  358,403,557.35 
Ownership of: 

International Banking Corporation 8 000,000.00 
Bank Buildings §5,612,010.35 
Items in Transit with Branches 21,773,839-24 
Customers’ Liability Account of Acceptances 174,920,242.85 
Other Assets 7,066,222.24 


$1,973,140,595.06 














$110,000,0C0.00 

Surplus 90,000,000.00 
Undivided Profits 25,769,139.11 $ 226,769,139.11 
Reserves for: 

Contingencies $ 7,313,906.96 

Accrued Interest,Discount and Other Unearned Income 3,771,573.78 

Taxes, Dividends and Accrued Expenses, et cetera.... 9,157,936.01 20,24 3,416.75 
Liability as Acceptor, Endorser or Maker on Acceptances 

and Foreign Bills 266,571,009.67 
Deposits 1,460,557,029.53 


$1,973,149,595.06 

















Figures of Foreign Offices which are included herein are as of June 25, 1931 
























































TO RECOVER YOUR ORIGINAL 
INVESTMENT CAPITAL 





CONSIDER THESE 
SEVEN FEATURES 





The Investment Service has 
seven unusual and valuable 
features, which make this 
service an essentially practi- 
cal one. This service is:— 


PERSONALIZED 


Each subscriber’s account is 
treated individually. All 
recommendations are based 
on the subscriber’s personal 
requirements. There are no 
“blanket” recommendations. 


COMPREHENSIVE 


The service covers all types 
of securities—bonds, com- 
mon stocks, and preferred 
stocks. 


CONFIDENTIAL 


The affairs of every sub- 
scriber are held in the strict- 
est confidence. This is guar- 
anteed by the integrity and 
high business standards of 
THE MAGAZINE OF WALL 
STREET. 


CONTINUOUS 


The service supervises each 
subscriber’s holdings  con- 
tinuously so that no develop- 
ment can take place un- 
known to the service direc- 
tors. Recommendations are 
made at the time when they 
will be of greatest value, and 
subscribers are not obliged to 
consult the service in order to 


mag these recommenda- 
AUTHORITATIVE 


The directors of the service 
are experts who have been 
hand picked from THE 
MAGAZINE OF WALL 
STREET staff for their 
known ability to render valu- 
able investment advice. 


RELIABLE 


THE MAGAZINE OF WALL 
STREET is an outstanding 
authority in judging security 
values, and its reputation in 
this respect assures the relia- 
bility of the service. 


UNBIASED 


The Investment Management 
rvice has no securities to 

sell and holds no brief for 

any particular investment. 





The present business and financial situation offers you an op- 
portunity—which may not be equalled for years to come—to re- 
cover investment losses and make substantial profits as well. But 
you must act wisely—and promptly. 


There are many companies whose securities are today definitely 
under-priced—but not all issues deserve this rating. Some which 
were formerly well situated do not show prospects of early or 
sustained recovery. If you are to derive maximum investment 
profits you must choose carefully and buy at the proper time. 


The Investment Management Service will assist you in making 
your present portfolio the basis of a profitable campaign, and 
through the daily supervision of your holdings by investment special- 
ists it will permit you to always keep your funds most profitably 
employed—consistent with safety and conservative Investment pro- 
cedure. This service differs from the usual advisory service with 
which you may be familiar—for it is a personal form of counsel 
adapted to exactly fit each client’s specific needs. The cost is mod- 
erate—and you do not require new capital to derive full benefits. 


If you will send us a list of your present security holdings we 
will be glad to outline the specific application of our counsel in 
your case and to advise you regarding the cost of our guidance. 
Send in the coupon below and be sure to give us all of the data 


requested. 


INVESTMENT MANAGEMENT SERVICE 
A Division of The Magazine of Wall Street 
FORTY-TWO BROADWAY NEW YORK, N. Y. 


Investment Management Service aa 


42 Broadway, New York, N. Y. 


Gentlemen: 

I am enclosing herewith my list of holdings. Kindly study this list and tell 
me, by mail, how your service would help me solve my investment problems. 
Also send me your booklet and the minimum cost of service on my account. 
This places me under no obligation. 


Name 
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City and State 


My present investment capital, in addition to the securities listed, 
ree oe ee 
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52 Great Investors 
Approve Utilities 


IFE insurance companies, 

among the greatest of Amer- 
ican investors, have given public 
utility securities their stamp of 
approval. From 1921 to 1931 in- 
vestments of 52 legal reserve life 
insurance companies in all stocks 
and bonds nearly doubled... but 
their investments in utility se- 
curities increased more than 714 
times. 

Associated Gas and Electric 
Company, principal unit of the 
Associated Systemi, is offering 
5% Gold Debenture Bonds, 
due 1968. These bonds are 
backed by a record of consistent- 
ly good earnings. While aggre- 
gate net profits of 51 gas and 
electric companies increased 
1.7Z in 1930, net earnings of the 
Associated System increased 3%. 


Write for Circular G4 


General Utility Securities 


Incorporated 
61 Broadway, New York 





THE BACHE REVIEW 


Facts and Opinions Condensed 


Readers of the Review are in- 
vited to avail themselves of 
our facilities for information 
and advice on stocks and 
bonds, and their inquiries will 
receive our careful attention, 
without obligation to the cor- 
respondent. In writing please 
mention The Bache Review. 


Sent for three months, without charge 


J.S. BACHE & Co. 


Members New York Stock Exchange 
42 Broadway New York 











Out-of-Town 
Traders 


are afforded expeditious and 
efficient personal service. Con- 
sultation is invited regarding 
conservative marginal accounts. 


NEWMAN BROS. 
& WORMS 


MEMBERS 


New York Stock Exchange and other 
tmportant exchanges 


25 Broad Street New York 
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©" LONG DISTANCE | 


of the 


d I 
best investments we make 


telephone bill is one 

















THE TELEPHONE brings marked economy in the 
transaction of inter-city business. Saves valu- 
able time for executives. Speeds production and 
dcliveries. Straightens out misunderstandings. 
Simplifies operations. 

A leading flour mill company uses Long 
Distance in all phases of its business. Execu- 
tives at the home office direct branches and 
mills in various parts of the country chiefly by 
daily telephone calls. They maintain personal 
contact regularly with out-of-town customers 
by telephone. Speaking of the firm's Long Dis- 
tance bill, an official says: ‘‘We think it 
is one of the best investments we make.”’ 

A textile company was in the market for 


JULY 11, 1931 
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immediate an 
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goods of a certain kind. Prices quoted were not 
satisfactory. The purchasing agent telephoned 
three different cities. With the information 
gained, he saved his firm $6000 on one order. 

A large Ohio specialty company, through 
its sales manager, closed a $45,000 deal during 
a three-minute telephone call to Kansas City. 
Cost of the call, $3. 

Inter-city calls cost little, yield big. Typi- 
cal station-to-station day rates: New York 
to Boston, $1. Pittsburgh to Indianapolis, 
$1.50. Seattle to Omaha, $5. Evening 

and night rates, still lower. Get 
things done by telephone . . . Quick... 
. Resultful. 


Inexpensive . . 











Latest Edition, Now Ready — Send your order today 





The Magazine of Wall Street’s Monthly 


“Adjustable Stock Ratings” 


Keep you posted on current developments and invest- 
ment outlook for every New York Stock Exchange 
Security and important Curb Market Securities. 





If you are already a sub- 
scriber to The Magazine of 
Wall Street, write at once for 
special offer that will enable 
you to have this guide every 
month, Newsstand readers 
can obtain this valuable 
guide by taking advantage of 
special offer below. Every 
investor needs the guidance 
of this rating book — 1931 
profits depend on knowing 
the actual prospects for your 
company. This book gives 
you the latest available facts 
every month. 











Original Methods 


Our Ratings show both the outlook for the industry and the 
position of the security in that industry, whether good or bad, 
enabling you at all times to have the expert advice of our experi- 
enced business and security analysts. Before buying or selling 
any security consult these ratings. Business conditions naturally 
change and our ratings for any particular stock may change at 
any time. Investors should check our ratings each month to see 
if a change has taken place in the outlook for their holdings. 


Our Comments are changed frequently. keeping you up-to-the- 
minute on new developments likely to affect prices. 

_Our Conclusions are based on intensive analyses of the com- 
bined fundamentals for each security—plus the current technical 
position and future outlook for the general market. 


eye monthly “Adjustable Stock Ratings” will be of inesti- — 
mable help to all subscribers to THE MAGAZINE OF WALL ~ 
STREET in keeping up-to-date on all securities in which they © 
may be interested and in checking changes in the outlook for ~ 
securities previously purchased. ; 
Now, more than ever with business turning the corner, you will 
want the guidance of THE MAGAZINE OF WALL STREET supple- © 

mented by our “Adjustable Stock Ratings” so that you can— 7 


—Avoid companies not likely to recover. 

—See at a glance any danger signals on previous purchases. ; 
—Know what industries are progressing—which are declining. © 
—Know what companies offer the soundest profit possibilities. — 
—Have all the essential facts all the time. 


Special Advantages 


—Handy Pocket Size. 

—For your convenience in quickly locating any Company, all the 
stocks, whether New York Stock Exchange or Curb, are ar- 
ranged in one alphabetical list, marked with an “N” or “C.” 

—Numbered lines and special division markers enable you to 
get all the essential data at a glance. 

—The Industry the Security represents—and other special indus- 
trial activities are shown, as these are of prime importance in 
judging the future of a company. : 

Statistical Data:—You will find the important statistics so | 
essential in judging and keeping track of your company—earn- 
ings—price range—dividend ; . } 
outstanding—ticker symbols, and latest interim earnings available, 


Assembled in concise form, this booklet gives you—at a glance—information absolutely neces- 


sary to every investor. 


These “Adjustable Stock Ratings,” in combination with THE MAGa- 


ZINE OF WALL STREET, make an unequalled investment service that should enable you to keep 
your funds profitably placed in sound issues at all times. 


Special Combination Offer 
The Magazine of Wall Street—Rating Book—128-Page Investment Book 


For a limited tine we offer THE MaGAzINE oF WALL Street for one year, including full consultation privileges of our Personal Service 
Department, and a copy of our 128-page investment book “How to Invest for Income and Profit” (regular price $7.50) and the Monthly 
“Adjustable Stock Ratings” one year (regular price $2.50)—all for $9.00. If you are a subscriber now, the expiration date of your 


current subscription will be extended accordingly. 


The Magazine of Wall Street 
42 Broadway, New York, N. Y. 


July 11, R. B. 1931 


Enclosed is my check for $9.00. (Enter) (Extend) my subscription to The Magazine of Wall Street for one year (26 
issues) includin;; full consultation privileges of your Personal Service Department and also send me the next 12 issues 


of the Monthly “Adjustable Stock Ratings.” 
book, “How to Invest for Income and Profit.”) 


(If your order is received within 10 days we will also send you our new 
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ROTOGRAVURE 
the the Sun 
Coveu the U.S.A. 


Nearly sixteen million rotogravure sec- 

tions go weekly into the nation’s great 

trading areas where wealth and peo- 

ple center. No other medium offers 

such adequate national coverage and 

no other offers equal Aexibility and 

concentration. Today, many execu- 

tives studying the relationship between 

their advertising and their costs of dis- 

tribution are asking that their com- 

pany’s selling efforts be geared to this 

roswee  f3 powerful advertising medium — roto- 
Bee Saw . gravure. Does your board of directors 
‘ ‘ ig? know its sales compelling power? 


oOrpoOral TO n 


ESTABLISHED 1879 Neenah, Wis 
CHICAGO NEW YORK 
8 S. Michigan Ave. 122 E. 42nd St. 
LOS ANGELES 





An unrivaled combination of features gives to 
rotogravure advertising on a national scale 
its satisfying economy. Every advertisement 
has not only the advantage of appearing in 
a section of high reader interest but in a 
publication of local importance. Even small 
advertisements have high visibility. Every 
reproduction is of fine quality and is achieved 
without cost of plates. A believable photograph 
of your product carries conviction when re- 
produced in rotogravure, the medium where 


class products are displayed. Your advertising 





agency, the representative of a rotogravure 
section, or a man from our Rotogravure De- 


velopment Department can discuss the econ- 





omy of national rotogravure with you. 








Bee 


ESTABLISHED 1872® 
® NEENAH, WIS. 


@ CHICAGO: 8 South Michigan Aves 
NEW YORK: 122 East 42nd Street 
@ LOS ANGELES: 510 West Sixth Stré 


For yeors the paper setting the 
standard for every type of roto- 

gravure reproduction, yet Prov" | 
ing equally well suited to fine color 
or to black and white printing, hess 
been a Kimberly-Clark product 























Sentiment Is Not Enough 


URING the course of this depres- 
j sion it has been frequently 
claimed that if only public 
chology would change, business 
Id improve. Pessimistic sentiment 
held guilty’of prolonging the down- 
g. Optimistic sentiment is en- 
ged as a universal panacea. There 
tsuch a thing, however, as giving too 
much weight to sentiment. We believe 
that the statement that business im- 
wement rests only on sentiment is 
o more than a half truth and that 
entiment must be backed by something 
ore tangible and substantial if its 
ects are to be more than transitory. 
In the latter part of June we had a 
ost striking example of the force of a 
psychological change when the suspen- 
Sion of international debt payments 
as proposed. Immediately buying of 
Stocks and commodities became more 
Prices rose and a more fa- 


vorable light was shed over the drab 
economic scene. Then as time elapsed 
and the actual basis of business im- 
provement came under critical exami- 
nation some of the sentimental enthusi- 
asm waned, which was quite to be ex- 
pected. The market quieted down and 
commodity prices began to recede from 
their temporary peaks to conform more 
closely with more immediate industrial 
and trade prospects. 

Such a cycle is typical of the effects 
of fundamental changes in _ public 
thought. There must be sufficient gen- 
uine improvement to take up the slack 
after an advance on improved senti- 
ment or the gains will not hold. In 
like measure the opposite is also true. 
When public opinion borders on fright 
the untoward effects on business or the 
market are but temporary and tend to 
the extreme unless actual conditions de- 
velop to justify the pessimistic view. 


It is true that if the composite busi- 
ness mind could be swung into a firm 
belief in nearby business recovery and 
everyone was sufficiently persuaded to 
purchase more freely, the pace of 
business would most certainly respond. 
Aggressive buying at retail would 
rapidly translate itself into more indus- 
trial activity, more employment and 
higher prices. Theoretically the cycle 
would be in the upward phase but it is 
doubtful whether it could persist un- 
less conditions improved in other coun- 
tries, unless the farm population simul- 
taneously enjoyed some modicum of 
prosperity. Without a semblance of 
solid foundation business cannot be 
lifted by its bootstraps. And by the 
same token stock prices cannot be held 
at higher levels than conditions in the 
industry and the company justify al- 
though they may have all the attributes 
of a skyrocket for the nonce. 








Can Business Recover on Washington Hypodermics? 


Is There a Basis for an August Advance in the Market? 


Two Revealing Articles on England 
1. What England Means to the United States As a Customer — As a 


2. U. S. Competes with England As World Investor 
Inthe August 8 Issue 


the Next Issue 


July 25 


By THEODORE M. KNAPPEN 


By A. T. MILLER 





What Stocks to Buy 


What Stocks to Avoid and Why 





oe 


Competitor 
In the July 25 Issue 
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Out of the FOG! 


~~ Gag sh A Common Stock Facts 





OW —for the first time—investors or anyone interested in 

securities can obtain a// the essential information about stocks 

. not only the usual facts, but a wealth of exclusive, vitally im- 
portant data not covered by any other service. 


Through Investograph Service, hitherto obscure statistics bearing 
upon the desirability of the securities you own or plan to purchase 
are conveniently available for ready reference. So clearly and simply 
are they presented that even the most inexperienced investor can 
gtasp their significance at a glance. 


By means of ingenious, three-color charts, the historical record of 
progress made by any of the 250 companies represented is graphically 
portrayed. On the reverse side of each chart is interpretive data of 
a supplementary character. Hundreds, and in many instances thou- 
sands, of items were cross-analyzed and condensed to obtain the 
data which is now incorporated in a single compact volume. 


Foremost investment trusts and trading corporations, as well as 
hundreds of banks, brokerage houses, universities and individuals pay 
tribute to the dependable quality of this unique service by using 
it to reduce common stock losses and increase profits. 

Whether you are an investor or speculator, a banker or broker, a bull or a bear, you are sure 
to appreciate the value of these wonderfully illuminating, self-explanatory charts and analyses of 


America’s most active common stocks. The price for the complete Investograph volume is $95. 
Less than a one point gain on a 100-share transaction will pay for it. 


Upon request, we will send you, either an interesting descriptive booklet, with 
specimen charts, or the complete Investograph volume for your inspection. Check 
your preference on the coupon opposite and mail it now with your letterhead. 


INVESTOGRAPAS 


Published by ONTARIO FINANCE CORPORATION 


Representation: Several good territories are available for high class 
salesmen with knowledge of and ability to discuss investments. Full 
or part time. Apply by letter, outlining qualifications and experi nce. 


No Longer Clouded 
» in Obscurity - - - 








——-—--—COUPON—----—1 


Ontario Finance Corp. 

31 Gibbs Street, Dept. 4A 

Rochester, N. . 2 

(] Kindly mail descriptive booklet. 


(] Kindly ship complete Investograph volume 
for free examination. It is agreed that after 
10 days the service will either be returned for 
full credit or paid for. 





AN INNOVATION IN THE PRESENTATION OF COMMON STOCK FACTS 
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Impound That Wheat—More Than a Great Record—Gold 
Does Not Make Prosperity—Irvesistible Lure of the Irreducible 
Minimum—Significant Reserve Action—The Market Prospect 


IMPOUND THAT WO months ago this Maga- 
WHEAT [ane entirely without other 
editorial support, advised 
the President that the most helpful act he could do to 
promote prosperity in the United States was to cause 
the Federal Farm Board to impound its 225,000,000 
bushels of wheat for a definite term of years—to neu- 
tralize by artificial means an artificially created surplus. 
The proposal was taken up by the wheat farmers and 
finally forced upon executive attention last week. Just 
what the President may have asked the Board to do we 
do not know—but we do know that at his instance the 
Board labored with the proposal and brought forth a 
mouse of a compromise. Intent upon preserving a 
semblance of prideful consistency, the Board agrees 
not to market its wheat at a rate of more than 5,000,- 
000 bushels a month. This restriction may be of some 
value but we doubt it, certainly it has little chance of 
inspiring confidence. | 
The Farm Board was created by Congress to help 
the farmer—not to help the Treasury or make a fiscal 
record. The people really never expected to see their 
$500,000,000 back. They did expect that it would buy 
tural regeneration. It is possible that the Board did 
steady and support the declining wheat market when it 
acquired that 225,000,000 bushels of wheat. Whether 


it performed a net beneficial price control is doubtful. 
But now its liquidation of that mass of wheat is the 
worst foe of better prices. The heroic thing, the right 
thing—if the people had the courage to back it up— 
would be to destroy that useless and inimical wheat, 
every bushel of it. Almost as effective and with some 
possibilities of salvage of the investment would be a flat- 
footed, unqualifiedly proclaimed policy of taking it off 
the market for three years, subject only to such an 
emergency or unlikely change in the market as would 
make its earlier disposition obviously advisable. 

Mr. President, you did a great thing for Germany 
in the debt moratorium. Here is something equally 
great that you can do for American farmers and Amer- 
ica. Tell the Farm Board to impound that wheat. 
There will be no question of authority if you will take 
the responsibility. 


Fa 


OST and Gatty whirled 
around the world in less than 
nine days. That’s a dramatic 
achievement that has thrust them from obscurity into 
richly deserved fame. They have made a record that 
startles the imagination of the world. And they have 


MORE THAN A 
GREAT RECORD 
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done something else—more prosaic but vastly more 
important. They have contributed vastly to the defeat 
of air-fear. It is air-fear that has held back aviation 
and the airplane industry. But for air-fear the air- 
plane would today be riding into fortune and greatness 
as the automobile did in its golden age of expansion. 


Fifteen thousand miles in nine days, without a flying . 


accident or mechanical mishap of any kind, over seas, 
mountains, wildernesses is a dramatization on the 
world stage of the safety of flying. That one tremen- 
dous dash through the air, with the world looking on, 
will do more to advertise the safety of air transport 
than ten thousand unsung daily commercial trips in 
full safety. Post and Gatty have conquered space and 
hastened a new industry toward its proper place. 


=~ 


GOLD DOES NOT O men, as to nations, 
MAKE PROSPERITY ik possession of gold is 

a symbol of prosperity. 
Let’s see. The United States has more gold than it ever 
had—and less prosperity. The banks are bursting with 
gold and barely meeting their dividends. Our great cor- 
porations have immense reserves of gold equivalents and 
their business is dwindling. All the nations are sending 
gold to us and our business with them is fading away. 
The truth is that large accumulations of gold are an in- 
verse measure of prosperity. Probably four-fifths of the 
gold in the Federal Reserve banks is idle—and nobody 
ever contended that idleness makes for prosperity. The 
fact is that except as it is used as the basis of bank credit 
gold has no relation to prosperity. But when there is no 
business, there is no credit and gold is useless. In other 
words, business gives gold a utility value. Gold is dead 
until vitalized by commerce. The piling up of gold in 
any country does not signify that it is prosperous; it 
merely shows that that country is giving other countries 
more goods than it receives; that it is parting with more 
usable wealth than it is getting back. Today the United 
States is receiving gold and going without goods it 
would like to have. And because it is receiving gold it 
is selling less than it would like to. When we are pros- 
perous, which means that credit is being freely extended, 
we need gold because it is the one commodity that man- 
kind has agreed to accept on balance in place of the 
goods it would rather have. It is merely a balancing 
item in the offsetting of credits against debits. It 
might be epigrammatically said that prosperity “makes” 
gold and “unmakes” it instead of gold making or 
unmaking prosperity. 


——=~~S 


WOMAN went to 


IRRESISTIBLE LURE OF 
a store to buy a 


THE IRREDUCIBLE 
MINIMUM certain advertised 
dress. It was the 


price that attracted her. When she got there and 
realized the values being offered in still lower-priced 
dresses she bought two, spending about 50 per cent 
more than she had intended. The prices were mani- 
festly so low that she did not dare to take a chance 


day. In her mind the prices of dresses had reached the 
irreducible medium. Anybody who goes into a store 
today and looks over price tags is amazed, and moved 
to buy. The stores are jammed with wise buyers who 
feel that prices are at the bottom. The moment 
there is a general advance in prices the stores will 
have to stage amusements and serve refreshments to 
keep the buyers waiting until over-worked clerks can 
get to them, because then there will be a universal 
realization that the buyers’ day of advantage is passing. 
Volume, not high profits, is the slogan of these times. 
It is the war-cry of expanding business. And it is 
getting business and making business. Securities are 
somewhat different because they seem to be without 
an irreducible minimum. But once the markets dem- 
onstrate that they are headed upwards the same 
psychology will apply on the exchanges as in the 
stores. 


— 


LTHOUGH inviting 

neither - fanfare of 
trumpets nor public 
discussion, the action of the Federal Reserve System in 
renewing its purchases of United States Government 
bonds is one of the truly momentous events of the year 
and possibly one of deep and genuine significance in 
relation to the business prospect. The Reserve Board's 
easy money policy hitherto has been confined to suc- 
cessive reductions of rediscount rates and purchases 
of bankers’ acceptances. With these two weapons 
interest rates. have been whittled down but, due to 
lack of demand, such methods have not substantially 
increased the volume of credit in use. Except for the 
normal year-end accommodation, the Reserve has 
refrained from bond purchases since the middle of 
1930. For months various economists and financial 
leaders have urged that it take this final step, employing 
its most powerful weapon to pump credit into the 
market. But the Reserve bided its time, feeling that 
the purchase of Governments would be ineffective as 
long as the business slump continued. Its admitted 
purpose was to step in at the psychological moment at 
what it conceived to be the turning point in public 
confidence and in business. That it believes that potent 
moment has at last arrived is indicated now by its will- 
ingness to adopt a more aggressive policy. It evidently 
is convinced that it can enter a program of credit ex- 
pansion with assurance that the money will go into pro- 
ductive use in loans and investments rather than be 
nullified in excessive reserves and reduction of borrow- 
ings. It is to be hoped that such a constructive result 
will follow. 


SIGNIFICANT 
RESERVE ACTION 


—~_ 


THE MARKET UR most recent investment 
PROSPECT QO advice will be found in the 

discussion of the prospective 
trend of the market on page 374. The counsel em- 
bodied in this feature should be considered in connec: 
tion with all investment suggestions elswhere in this 
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normal activity we find an air of hopeful ex- 

pectancy that may well materialize into tangible 
improvement this fall. Corrective liquidation in com- 
modities, in securities, and in credit appears to have 
about run its course. Our Cost of Business Credit 
line, in its long decline to the lowest level reached 
in a generation, points to an abnormal accumulation 
of idle funds which stands ready to quicken the pulse 
of business whenever leaders of industry and finance 
summon the courage to begin releasing these great 
hoards into constructive channels. 

It is hard to say just what will break the present 
deadlock and transform caution into courage. It may 
be a favorable freight rate decision, satisfactory com- 
promise of the reparations crisis, or some Washington 
pronouncement that cannot now be anticipated. But 
when any genuine change for the better does come it 
will be recognized first by a substantial rise in New 
Orders, and then followed by a sharp rise in Business 
Activity. Both of these barometric curves have shown 
moderate improvement since last Fall; but the gain 
thus far has been very slow. It: should be rather 


N S business approaches its second summer of sub- 


sobering, moreover, to observe that the Business Activ-_ 


ity line has recently turned downward at a time 
when our Common Stock Index has been rising 
almost hysterically in contemplation of Mr. Hoover's 
proposal for an international debt moratorium. Ap- 
parently the new spirit of hopefulness in Wall Street 
has not yet reached the Country’s basic industries. 

On the other hand, it would be somewhat prema- 
ture to conclude from this that recent efforts to create 
a more cheerful atmosphere have met with no success 
beyond the speculative markets. Measures taken to 
remove a few of the outstanding obstacles to eco- 
nomic recovery were launched so recently that there 
has scarcely been time for the resulting improvement 
in sentiment to find reflection in tardily compiled 
statistics of business. For this reason, reports on New 
Orders for June and July will be awaited this year 
with unusual interest. Unofficial information brings 
the cheering news that sales of cotton goods during the 
past few weeks were the largest in years, and that 
there has been a gratifying increase in retail demand 
for goods offered at low prices. Once the adjustment 
to lower prices is completed by producers, the rising 
sales volume will afford a more profitable aspect to 
business? 
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Benefits of the Moratorium. 
Real and Psychological 


A Critical Appraisal of International Debt Suspen- 
sion—How It Affects Us—How It Affects Europe 





By Caries BENEDICT 


the values of both commodities and securities. If noth- 


of all debts are those of the dead-horse type. To have 

to pay for something that has come to represent nothing 
substantial is the supreme hardship of the debtor. 

All the war debts are dead horses. The debtor nations 


[: the homely language of the farm the most intolerable 


ing else comes of this welcome appreciation of six or 
seven billion dollars, it certainly has provided a cushion in 
the event of a subsequent decline in either securities or 
commodities. It has also afforded an opportunity for the 














suc! 


are paying for something that has no present value. Every banks to find some relief from frozen loans, thus hastening con 
nation pays international political debts with groans and the end of enforced liquidation. We may expect, too, in 
maledictions. In the present period of world-wide business some long-range benefits from a general betterment in basic anc 
stress and strain they are looked upon as particularly _ political and commercial conditions abroad, which may rea- eigi 
detestable and unbearably oppressive. As the ultimate  sonably be expected from the undoubted relief Germany of 
creditor the United States holds the key-logs in this jam. will receive. No business will come to us, however, from ove 

When President Hoover, visualized as a lumberjack, re- _ this better situation, without additional private loans,— tin; 
leased a key-log in this tangled pile of international busi- —_ loans that would be admittedly difficult to float publicly in pro 
ness discord and confusion, the whole jammed commercial this country in the light of the unprofitable experience of nat 
world started to move again with a deafening roar. There many investors in foreign securities. Rei 
may be and probably will be future jams in this drive of Aside from a little help to the British colonies, resulting of | 
abhorrent debt, but the President has given the world a from the general suspension of all political debts, Germany act 
necessary breathing spell. The direct effects of his energetic _is the only nation to receive direct benefits from the pro- our 
action are as yet uncertain and perhaps ephemeral so far _—_ posed moratorium—all the others assume burdens in order coll 
as the United States is concerned. But there is a certain to lighten Germany's. Without it Germany would have ele 
value in the feeling it gives the world that we can at ledst | been compelled to pay the Allies 427 exy 
partly engineer ourselves out of our distress and are not _ million dollars, unless she had resorted 


entirely dependent upon the slow processes of unmanaged 
cause and effect in the long swing of the business cycle. 

It would be a grave error to assert that the moratorium 
will have immediate, substantial effects upon business in 
the United States. The mere postponement of international 
debt obligations does not convert them into purchasing 
power. No funds have yet been released for the buying 
of goods from us. 

We must also face the fact that the United States has 
taken a contagious initiative in torpedoing the allied debts 
the’ sanctity of which has been defended for thirteen years 
as the very cornerstone of international good faith, We 
have admitted, notwithstanding the President's face-saving 
words to the contrary, that the debts to us and the German 
reparations are as closely tied together as the Siamese 
twins. We have opened wide the door to the recon- 
sideration, probable revision and possible cancellation of 
the whole series of international debts and have let loose 
upon the world a flood of contention that will roll on 
for years. Germany is determined to escape if possible 
from the bondage of reparations payments, and short of 
war there is no escape for her except in cancellation of 
the allied debts—which would mean that the United 
States would be the final victim of the war-debts. 

It is undeniable that the more hopeful sentiment 
aroused throughout the world by President Hoover's 
proposal has contributed to at least a temporary rise in 
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to the partial moratorium provision of 
the Young Plan; but in any 
event her payments would have 
amounted to more than 300 
million dollars. The demoraliz- 
ing effect of the prospect of 
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Sacrifice of the United. | Sacrifice of Great Britain Sacrifice of France 
States (Payments due 1931-1932) (Payments due 1931-1932) 
FROM: FROM: 
(Payments due 1931-1982) es ice Binsihaxoceuee $02,004,400 | Germany ..............0ece0e0 $199,706,880 
FROM: a nec 7,170,305 MRRINET Sy sce cules scesdaeatanee 8,319,260 
Belgium ...-...+.++++seeereeees $7,450,000 Geuth Attias 0. ..secseecsees TS a eR nee 30,672,950 
Czechoslovakia ........--.-+.++. 4,023,850 Newfoundland ............e000: 100,000 Czechoslovakia .........s..005- 5,422,000 
Estomia ..--..++.-+sereereereers 484,510 II oaks cdcassccpresdccnss 117,405 MIN, iasciiiincvencsnsens 35,000 
ee PE e re rrr rs $138,120 eS OEE TAR ee a 8,902 NE ey ee Fee 5,375,140 
Franc... sees ees eeeeeeeeceeeee 50,000,000 MONG C eae acs cewek aus esscae 52,530 ROMNSMEN 0S, os scdivacouenscome 8,000 
Great BRARIM 2.6.6 de secs. c eee 161,100,000 MEME chctacssonbeccuwenccuascas 8,502,780 
HUNGALF ...cccvessccsscesccsers 67,635 TOTAL DOMINIONS AND co, ee eS eer 90,000 
WOMEN Sais cdcesevcssssbenscceers 14,706,125 COLONIES ......ccccccesecs $32,438,942 MEMEO © cic cekusndiccoeecheues 23,000 
Latvia ...cccccscccscrcccesccsccs 201,699 OT RE ee enn ar Poe 9 $60,832,000 WE hckevanssenceecetcndudenn 8,954,000 
Lithuania ........ eee ee eect eens 210,210 MME, Siw chediestx tah cteweces 124,118,000 Portugal .....ccccescecccccccces 90,000 
PRS ceo aese Sensis ch aeteue es 6,220,000 MEME Pos de Sas vo cb ataw oe een esos 19,466,000 So oo as br ecencdevacestay 11,320,000 
Rumania .....-seeeeeseeeeeeees 1,159,560 NUNN, = ac ces enie austere 1,476,276 Yugoslavia .......cceeseeeeeees 17,385,660 
bg EP PPE TERY eo 250,000 SET Se oe oes ei tlabh 6,517,425 ————— 
Armenia .....-+--sseeee eee eeees 8,499,270 ERS 6s Jane eidasisesseases 5,669,525 Total Amount Due ........... $285 ,904,620 
AUStTIA 2... eee ee eee eee eee eens 7,216,712 GROIN crsd side k cccsscdewesweccee 6,089,640 | Amount Due U. 8. ....$50,000,000 
Greece .. sees sees eee essen ees 3,000,000 Austria (Relief) ............+.. 2,835,175 | Amount Due Gt. Britain 60,832,000 
Liberia ...--- ee eeeeeeeeeeeeneee 7,418 Rumania (Relief) .............. 558,700 —————$110,832,000 
Total Amount Due............ ae | Pee ee) .....-..--.. — ciceemnineasie 
NIN oo pid co cieicccccaccesseossee 1,192,500 Net Amount of France’s 
Czechoslovakia ...........+.+5-- 118,398 GUIRNE op ehncccccsccosnne: $175,072,620 
Ed adtaast xuisichivces abisaaeee 62,750 
. : , ; CEE co acuctip ced shea basncen 27,145 
such a diversion of national in- DUNE. shabdlczascccastcccchas 27,145 ~ 
come on the German fiscal system $285,587,600 
in the present low tide of industry ntiiiniin tomary ability to count the ulti- 
and commerce, the flight of for- and mate cost. Even in the face of 
eign capital, and the surly mood Repatriation united world opinion France has 
of the unemployed, underfed and gioco) hin ik ai aime Lasesteoniad shown a readiness to maintain her 
overtaxed population was devasta- Total Amount Due............ $241,094,720 stand, relying on facts and irre- 
ting. These forces had already Amount: Duo VU. &. .......4.+. 161,100,000 futable logic to justify her delay 
produced such an effect that the ‘ide india it eink Seite in accepting the terms of debt 
national bank of Germany, the GRIN co acleicecvscbococe $79,994,720 suspension. She has no intention 
Reichsbank, was within two days of assuming the role of benefac- 
of collapse when President Hoover tor; the recently formed Austro- 

















acted. To save Germany was of 
supreme importance because of the possible effect of such a 
collapse on the entire world. With about half the German 
electorate favoring outright repudiation of reparations, an 
explosive crisis was possibly at hand. 

As a dramatization, the President's pro- 
posal has lost much of its potential dynamic 
effect on world opinion by reason of the 
procrastinating dickering of the 
French who accepted “cordially, in 

principle” and coldly rejected in 

detail. Nevertheless, we must 
acknowledge that the French 
\ have kept their feet on the 
ground and by their far-sighted 
. analysis have 
evinced their cus- 
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sition in Central Europe. 





German Anschluss and the signs 
of returning German industrial power are among other 
fears still fresh in her mind. Indeed a prostrate Germany 
would probably be more reassuring to her than a re- 
habilitated and re-established rival for the dominant po- 
Therefore, France is ready to 
bargain her way in what she contends is a defensive stand. 


To this end she has adroitly given ground on minor points, 


such as the time in which suspended payments are to be 
repaid in order to maintain her stand on the inviolability 
of the Young Plan and the payments by the German Rail- 
way Company to the Bank of International Settlement in 
the functions of which institution France plays a strong 


hand. 


The French may be sentimental in affairs of the heart 


but in business, politics and international diplomacy they 
have only the cold, calculating characteristics of a nation 
matured by the ages. 
fully assume the debts of the world but France, on the other 


We impulsive Americans may joy- 


hand, is more critical of the future consequence of her 
sacrifice. 

The chances are that the suspension of international 
payments will put Germany on her feet, and in the 
end, react to the benefit of the world at large. The time 
was ripe for a purposeful offensive against destructive 
tendencies that were becoming chronic. The depression 
is the runaway effect of man made causes. It can un- 
doubtedly be checked by deliberately taken corrective 
measures. 

Any expedients chosen, however, must be of a type 
whose long range consequences are as sound as the im- 
mediate benefits are alluring. This is the only kind 
which should be employed henceforth. 
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What's Ahead in the Stock 
Market? 


Appraisal of Future Prospects Comes Back 


to Earth After 


June Spurt— What 


Are the Grounds for Further Advance? 


By A. T. MILLER 





RECENT MARKET ACTION 


actual necessity of saving Ger- 
many from financial and 





T= forepart of July finds 


recent speculative en- 9 
thusiasm somewhat 
dulled, for flights of stock 85 


political collapse, by the de- 
sire to safeguard foreign 





market fancy must halt for / \ 


credits of private American 
interests, by the hope of stimu- 





refueling or inevitably come a 8 
cropper. The June advance / 
passes into history as one of 


lating financial and business 
sentiment in a turn from de- 
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the most remarkable reversals NV, 
of sentiment ever experienced. / 


pression or by a combination 
of the three. 
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Seldom have share prices 
moved up so far in so brief a 


Nor is this the only aspect 
of a changed situation. There 
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period of time. Never have \ nN N is every reason to believe that 
so many markets throughout ‘i \ oe emg rere plan does not 
the world responded in unison, Nie Meh id | end the Wasl —_ late ar 
as if at the crack of a master COGRE GARD AAR Nap? There is evidently to a 
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whip. For at least the first 
act of this drama the illusion 


uw 


W definite and determined cam- 
paign to aid and hasten re- 





was striking. One could 
almost believe that the im- 


vival and its focal point is 
public psychology. There is 





possible was happening, that 
a few magic words from 






































a promise of aid to South 
American countries in the 




































































Washington had routed de- —_—s FEE MAR ~~ APR MAY JUN JUL form of _ private American 
pression and inaugurated a — credits. -There is a hint of a 
bull market. change in Farm Board policy, 


Unfortunately, we live in a 
world of realities and never get away from them for more 
than a short interval. If any considerable number of specu- 
lative heads were thrust into the clouds in June, they are 
back to earth now. The mere fact of market advance 
greatly changes the setting. ‘Whatever July may bring, 
there is no prospect that the picture can be that of June. 
It appears highly improbable that mid-summer will see the 
peak of the recent rally much extended. On the other 
hand, the recovery has been broad enough to provide a 
very substantial cushion against reaction, giving rise to the 
logical assumption that the low prices of June 2 will not 
be endangered in the early future. 

In this situation the probabilities of wide stock market 
movement appear to be limited, although the various in- 
fluences at work are balanced in uncertain manner. To 
begin with, it must be realized that we are not dealing 
with a market which is left to its own devices. It has 
moved primarily to the bidding of powerful sponsorship, 
psychologically timed. The outstanding feature of that 
sponsorship is President Hoover's proposal of a moratorium 
for one year on war debts, whether it be dictated by the 
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perhaps resulting in the an 
nouncement that Government holdings of wheat and cotton 
will be locked up for a year or two. If this should come 
to pass it could hardly fail to offer startling stimulation to 
the commodity markets. 

Moreover, we have no reason to suppose that other plans, 
designed for bullish appeal, are not under preparation, 
ready to be pulled out of the hat at the proper time. In 
short, the market has friends in high places. Obviously, 
that is not enough in itself to transform major depression 
into revival. Sentiment alone can not do the trick. It 
can work only if the stimulant proves to have been applied 
at a time when the underlying factors of reality have 
worked out the necessary readjustment. As to this, the 
test will come in the autumn, rather than in the present 
period of summer inaction. 

Meanwhile, however, it is unlikely that the factor of 
sponsorship, either active or passive, will be forgotten. It 
doubtlessly will temper the market movement this month, 
restraining reckless bearish operations and giving potential 
investment sellers logical reason to suspend judgment and 
await developments. The rally itself has automatically 
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improved the collateral loan position of the banks and this 
is an element of vital relief. It substantially eases the re- 
cent banking stress and greatly improves the prospect of a 
summer without more important insolvencies. 

Since the program is essentially psychological, it is well 
to analyze it in its own terms. At Washington and in 
high banking quarters it must be fully understood that a 
too active and too obvious bull sponsorship would defeat 
itself and provoke public suspicion. The timing must be 
right and July does not appear to be the right time for 
further endeavors. For the present enough has been done 
in lifting the market from an acute panic level. It is out 
of the question that the June pace of advance could be 
maintained without inviting disaster. Nothing would be 
lost now by an interlude of rest in which the market is 
permitted to have its normal reaction. Indeed, such a re- 
action, whether it cancels a third of the June rally, half of 
it or two-thirds, probably would be a necessary prelude 
to a renewal of effective bull sponsorship later in the sum- 
mer or in the early autumn. The only serious threat to 
this program would be a market decline below the bottom 
of June 2. It is to be doubted that such a movement will 
develop this month, considering the distance stocks have 
advanced from their lows, or that it would be permitted to 
undo what has already been accomplished in bolstering 
sentiment. 


Seeking Thus, the prospect is that sponsorship for the 
time being will remain passive and that, as jong 
werd «, & vemaia within veasnible limits, the mar- 
ket will be left to seek its own level. That 
level would appear to be somewhat below recent highs, for 
psychological stimulation for the time being has unques- 
tionably lost its edge. The public is confronted with the 
mid-year reckoning. Beginning now, the subnormal business 
of recent months will begin to be translated into the con- 
crete figures of a series of second quarter earnings reports. 
On the whole, those reports will be extremely unfavorable. 
The probable response to them is difficult to forecast. In 
general, it is known that they will be 


wary of the not inconsiderable danger of another false start. 

It must be frankly admitted that the Hoover program 
does not make the fall prospect any clearer. Our problem 
is one of surplus production of many products and surplus 
capacity to produce, to which joint evil is added a sub- 
normal purchasing power resulting on the one hand from 
unemployment and on the other from fear. And fear has 
not vanished over night. On this point the evidence of 
the stock market is superficial. In the past eight months, 
despite extreme stagnation in business, money in circula- 
tion has increased $400,000,000. The explanation is that 
it has been hoarded in fear. Until it begins to return to the 
banks and until additional millions begin to flow more freely 
into bonds it is idle to talk of revived public confidence. 


tt Nothing could better illustrate the super- 
17 tt 
Sh ft "8 ficial character of the change we have ex- 
Sentiment perienced than the fact that only a few 


weeks ago the fear that Germany would 
be forced to request a moratorium under the terms of the 
Young Plan was regarded as a bearish threat. Yet in a 
different setting, with the market over-sold, the suggestion 
of a moratorium emanating from the United States sud- 
denly becomes a phenomenal bull argument. 

What confidence can be placed in the permanency of a 
sentiment which shifts so easily? There are, of course, 
some favorable aspects of the proposed moratorium. For 
at least a year it would eliminate the danger of a debacle 
in Germany which would have serious international effects, 
both economic and political. Because of this and because 
the proposal shows that in a pinch the United States will 
modify its hitherto rigid debt stand, a new spirit of hope- 
fulness has been infused into Europe. Yet the remedy is 
nothing more than a temporary expedient and the basic 
problems remain just what they were. It would strain 
credulity to believe that this spark will quickly revive 
European trade and restore to us the foreign markets we 
penetrated in the expansion of the war and post-war era. 

Any revision of debts is necessarily a revision downward. 
The movement can never be the other 
way. At the expiration of the mora- 





unfavorable and hence should offer 
little element of surprise or shock. 
Moreover, disappointment may well 
be modified by the hope that, with 
powerful sponsorship, the beginning 
of an autumn rally in business and 
stocks is not many weeks ahead. On 
the other hand, the market would be 
in a better position to absorb poor 
earnings statements from a low level 
than from a higher one, for technical 
strength has been substantially dis- 
sipated. In addition, there is always 
a certain amount of danger in assum- 
ing in advance that bad news has been 
completely discounted. Some of the 
reports now about to be issued may 
not conceivably be ignored. 
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torium we take up where we left off. 
Practical France, getting more under 
the Young Plan than she pays on her 
external debts, is at this writing see- 
ing to that. It would be most naive 
to assume that Germany will not con- 
tinue to agitate for a revision of 
peace terms. The magnanimous Al- 
lies would gladly pass along a sacrifice 
to the United States. We have not 
heard the last of the foreign debts! 
Europe not only hopes to have them 
written off, at the expense of the 
American taxpayer, but to borrow 
more money from the American in- 
vestor, the plea in each instance being 
revival of international trade. There 








The longer range outlook of this 
publication has been made clear in 
previous articles. It contemplates the probability that the 
start of genuine business recovery will be seen during the 
autumn. This will depend entirely upon later develop- 
ments, however, and can not be forecast on any considered 
basis at present. Recovery can be viewed meanwhile only 
as a probability of coming months—not a certainty. 
Accordingly it is necessary for the investor to remain of 
Open and alert mind, ready to grasp opportunity but 
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is no proof that such a program 
actually would revive trade. If it 
did, the cost to us might well be considered excessive. 

If the change is sentimental in Europe, it is more so here. 
There are no tangible signs of basic revival. It is possible 
to gloss over present stagnation on the ground that it is 
the normal expectation of the season, but the truth is that 
summer recession in steel operations, in car loadings and 
in automobile output is greater than seasonal. It is only 

(Please turn to page 420) 
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One-Sixth of National Income Goes for Taxes, Absorbing 
Profits, Restricting Dividends, Restraining Investment 


High Cost of Government Must 
Deflate With Business 


By THEoporE M. KNAPPEN 


HERE is one gaping hole in its treasury that no cor- 
T poration can stop up even in these times of curtailed 
revenues, when every possible economy, wise or un- 

wise, is being resorted to keep the ship afloat. 

Plug up every other leak and this aperture remains open 
for the certain transit of 30 per cent of the net profits of 
business. 

This profits exit is “TAXES.” 

Compared with this inescapable and uncontrollable de- 
pletion of profits, the most drastic of the slashes of business 
expenditures are often absurdly small. Through it in a 
rushing current, many dividends have disappeared and the 
life blood sucked from prostrate businesses. 

Thirteen billions of dollars a year is the amount an army 
of tax collectors and a maze of tax laws yearly extract 
from the American people. In large measure this levy 
goes on in good times and bad—not only goes on but in- 
creases. 

Ever larger grows the horde of officials who subsist 
wholly or partly upon the earnings of others, until it is 
calculated that every twelfth person is drawing money 
from the public tills. 


The Waxing Taxation Business 


No species of human activity has grown so rapidly in 
this expanding country as the business of collecting taxes 
and spending them with a lavish hand. In the period 
1913-28 gross governmental expenditures—national, state 
and local—grew from 2,919 million dollars to 12,609 
millions. In 1903 the gross was only 1,570 millions. 

The war taught all our governments how to spend 
and how to get money. The late Franklin K. Lane, in a 
burst of spending enthusiasm when he was Secretary of the 
Interior remarked, in the last days of the war, that hence- 
forth this would be a billion-dollar country. He was right. 
In the last year before the war started in Europe the 
Federal government was spending 692 million dollars a year, 
and people were complaining of high taxes. Ten years later, 
with the war and its abnormal expenditures four years 
behind, the yearly outgo had increased to 3,700 million. 
In the current fiscal year of 1932 it will be in the neighbor- 
hood of 5,000 million—and the treasury, but recently so 
plethoric is confronted with a deficit of approximately one 
billion dollars 

In 1913 the state governments were piking along with 
expenditures of about 400 millions. In 1928 they were 
burning them up at the rate of 1,800 millions. But the 
local governments are the real prodigals of public funds. 
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In 1913, 1,844 millions was an expenditure to which 
they “pointed with pride”; but in 1928 they could loudly 
brag of 6,813 millions. These and other state and local 
figures are computed by the National Industrial Conference 
Board. According to this authority, even after the de- 
flated dollar of 1928 is converted into the dollar of 1913 
the total of the three divisions of governmental expenditures 
stood at 12,609 million dollars in 1928 or about three times 
those of 1913. According to the same authority, the per 
capita expenditure in actual dollars grew from $30.24 in 
1913 to $105.20 in 1928. Reduced to 1913 dollar value 
the latter amount would be $75.14. The figures for the 
present year are not available, in total, but it is safe to 
say that the average per capita expenditures in actual 
dollars are close to $115. Borrowings and income other 
than taxes accounted for a portion of the expenditures, but 
the actual tax collections against them amounted to $9,792 
millions in 1929 or $80.58 per capita. But borrowings 
always finally roost at home; it takes 41 per cent of public 
expenditures to meet the service of the debts. Of this huge 
tax total the Federal government collected 34, the state 
governments 16.7 and the local political bodies 49.3 per 
cent. Thus it appears that two-thirds of the cost of govern- 
ment results from the activities of the non-federal govern: 
ments. 

Reckless expenditures by state and local governments 
rolled along merrily, with little more than groans from 
the goose that laid the golden eggs of taxes until 1930. 
When business fell off sharply in that year the goose began 
to realize that it was a 100 per cent goose and various 
state and local governments suddenly found themselves in 
extreme fiscal difficulties. Bonds were defaulted in some 
instances and taxpayers struck en masse. 

Since then the subject of taxation has become a burning 
question with business men everywhere. Something like 
a tidal wave of revolt against heavy and inequitable taxa- 
tion is rolling over the country. The business man is 
beginning to realize that public business is a vital part of 
private business. Corporation shareholders are beginning 
to perceive, as they look at reduced dividends or nothing 
at all in that line, that they are the real payers of cor- 
poration taxes. Owners of real estate are on a rampage 
at taxes that often absorb properties in the course of ten 
years or less. And the great game of lying about and 
concealing personal property, tangible and intangible, is 
being played with greater zest than ever. 

Until the last session of Congress the Federal Budget 
system held national expenditures to a fairly even course. 
From a post bellum norm of $3,700 million in 1923 there 
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was an increase of only $300,000,000 in 1930, and from 
1921 to 1930 there have been four continuing and one 
temporary reduction of taxation rates. But in the last 
cwo years, between emergencies and congressional rebellion 
against budgets submitted by the executive department, the 
situation has gotten out of control. Among the un- 
budgeted appropriations by Congress are the following: 


Emergency relief (increased current expenditures on 
various authorized projects) 

Drought relief and loans 

Emergency building appropriations 

Increase in veterans expenditures, excluding the bonus 
(because large, if not wholly, taken from accumu- 
lated resources) 

Farm relief 

Additional shipbuilding 


These items alone amount to 1,314 million dollars, and 
would mean a treasury deficit even if revenues had not 
fallen off with the advent of hard times. 


Bolting the Budget 


Notwithstanding the deficit and the obvious need of in- 
creased revenues, it is not improbable that the next session 
of Congress will bolt the budget again and at the same time 
refuse to pass bills providing for increased revenues. The 
political situation because of the 1932 electior.s is such, that 
no party or faction will readily vote for increased taxation 
—except that the radicals will undoubtedly propose 
measures intended to gouge the wealthy in the hope of 
bringing about some measure of redistribution of wealth. 
Nothing is more unpopular than an increase of taxation 
during hard times, and nothing is the cause of more “view- 
ing with regret” in political platforms. Yet there is no 
possibility that the business revival will proceed far enough 
this fall to prevent a winter of distressful unemployment. 
Other emergencies will doubtless appeal to Congress, and 
scores of congressmen will be devising ways still to further 
improve the estate. of the farmers by the route of federal 
fiscal forays. The chances are that this now money-tight 
country will have to face another year of expenditures that 





will be well over the four billions payable from the national 
treasury according to the 1932 budget. This bill and 
deficit from 1931 must be paid, soon or late. But how? 

In the Treasury Department sits a thrifty gentleman of 
venerable years who is one of the owners of those fabulous 
American fortunes that stir the youth of our times to great 
enterprise as much as dreams of conquest drove the youth 
of former times to the perils of war. Andrew Mellon has 
experienced many miracles of fortune and has seen cents 
wonderously transmuted into millions of dollars. Never- 
theless he still believes that the way to make dollars is to 
save cents. Also, he is strong for paying debts out of 
current earnings, personal or public. The whole influence 
of this powerfully placed man is against deficits and borrow- 
ing to pay running expenses. 


Mr. Mellon’s Grief 


oe ee 


It is said in Washington that the deficit that the last 
Congress handed him after his years of neat surpluses was 
received by him as something like the disgrace that would 
come to him if he had permitted the board of directors 
of one of his banks to run it into red ink. Naturally, 
Mellon is for taxes—heavier and of more kinds. He 
shrewdly argues that a Congress that is engaged in putting 
the screws of taxation to the racked taxpayer will not have 
great zest in spending the proceeds of the torture with a 
free and lavish hand. Congress is not so dumb as not to 
concede that Mellon knows a thing or two. It also knows 
its politics. So up will come Congress and say that largely 
because of the Mellon doctrine that the best use of money 
is the payment of debts the nation reduced the national 
debts too rapidly in the last decade, and maintain that the 
time has come to average up by running up some new 
debts to pay current bills. 

Mr. Mellon will recommend new taxes and Congress 
will create new debts. That’s the way the national fiscal 
problem will be met. 

But the deficit has set all the tax authorities agog over 
new tax measures. Mr. Mellon would like to see more 











Prosperity Crew on a Tryout 
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excise taxes or some kind 
of tax that would not go 
up and down so respon- 
sively with good and bad 
times as the income tax 
and the customs duties. 
The ideal revenue, he 
holds, is one that goes up 
as the money goes out. 
He wishes we had kept 
more of the war time 
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would wax demonstrative 
over a universal income 
tax or some other tax, like 
a general sales tax, that 
would make every receiv- 
er of income of any kind 
a conscious paver of some 
degree of federal taxes. 
The present income tax 
runs its pipe lines into 
the bank accounts of a 
comparatively few  in- 


methods—the automobile 50 
tax, for instance—of di- 45 
verting little but numer- a 
ous rills of cash from pri- z 40 
vate pockets to the 3 35 
national treasury’s. He 3 30 
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dividuals and corporations 4 60 
and sucks out huge sums. s 
Practically the whole of S50 
the personal income tax af 
is paid by 380,000 indi- ° 40 
viduals in a nation of 125 z 
million people. The rest 3 30 
pay to some extent with- = 


out knowing it, but if 
everybody paid a federal 
tax and paid it often, 
however small, Congress 
would think several times 
before running up bills or 
debts, which come to the 
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for retirement of the 
national debt ought to 
enjoy a moratorium, but 
there is little prospect of 
such action by Congress, 

The one real hope that 
taxes may be substantially 
reduced lies in the two- 
thirds of the cost of 
government for which the 
states and local sub 
divisions are responsible. 
These governments have 
been piling up _ their 
bonded debts at the rate 
of 900 million dollars a 
year—and its total is now 
only about three billion 
under that of the Federal 
government, which would 
be virtually non-existent, 
but for the hang-over of 
war costs. The same 
governments have been 
piling up their expendi 
tures at the rate of 600 
million dollars a_ year. 
Unless this increase is 
stopped bankruptcy will 
be the inevitable fate of 
many municipalities, ruin 
the outlook for many 
wv businesses, and no divi- 
> dends or any prospect of 
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them for millions of share- 
holders and proprietors. 
Highway building has 
become an orgy with 
states and municipalities. 
The states are spending 
600 million dollars and 
the municipalities near 
2,000 million a year on 
them. In the case of the 
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same thing in the end— 
heavier taxes. 

Outside of Congressional economy with respect to un- 
budgeted appropriations there is little hope for reduction 
of the national outgo. President Hoover is working with 
the Budget Bureau and the heads of departments and 
special agencies of government to pare current expenses. 
He has hopes of slicing off 125 million doars—which is 
not much in a normal budget of around 4 billion dollars— 
and that, it is admitted, will be largely a false economy 
because it will impair the efficiency of some divisions of 
government ard make others a dead loss from the stand- 
point of performance. To make any great reduction in 
the Gustomary federal expenditures it would be necessary 
to repeal scores of authorization laws, abolish a host of 
bureaus and divisions, slash the personnel mercilessly and 
abandon all sorts of governmental enterprise from child 
welfare work and insect pest extermination to federal road 
building. The whole tendency of modern government is 
steadily toward extznsion of activities. 

All of the 125 -illion dollars that may be saved by 
paring will now be absorbed twice over by the executive 
proposal to suspend payments of the allied governments 
to our government in order that they may suspend German 
reparation payments. Many tax problem solvers contend 
that the sinking fund of some 400 million dollars a year 
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- latter only education costs 

more. “Social welfare” 

is absorbing enormous sums—240 million dollars a year 

for the states and nobody knows how much for the muni- 

cipalities. But that item certainly bulks’ large in the grand 

total of 2,700 million dollars the local bodies pay annually 

for general government, protection, economic development, 
social welfare, public utilities and miscellaneous. 


Stockholders Pay 1,300 Million 


Taxes of all kinds are absorbing this year probably one- 
sixth of the annual income of the American people. Toa 
very large extent that enormous proportion is an economic 
waste, however necessary the major part of it may be. On 
the not wholly tenable theory that the individual ultimately 
pays all taxes, no matter how well concealed the fact may 
be it means $81 a year on the average (1929 figures), out 
of the income of every man, woman and child. 

The stockholders of corporations are out of pocket on 
account of the Federal income tax alone of close to 1,300 
million dollars a year—the potential income from 26 
billion dollars at a dividend rate of 5 per cent, and per 
haps twice as much more by reason of state and | 
taxation. 

(Please turn to page 420) 
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Canada Uses New lJariff to 


Lure American Dollars 


So-called “Rounding Out” Process Not Only 
Shuts Out Our Goods But Virtually Forces 
Exportation of U. S. Plants, Profits and Payrolls 


By Gezorce E. ANDERSON 


this country are operating at much less than 50 per 
cent of capacity and with a consequent reduction in 
payrolls, may be forced, by the new Canadian tariff law, to 
consider the construction of a $60,000,000 plant at 
Windsor, Ontario, just across the border. The object is 
to retain a share of business threatened by the new tariff, 
although doing so will involve an economically unnecessary 
expansion in plant capacity, already excessive in relation 
to current requirements. 
The incident is a striking illustration of the manner in 
which the Canadian tariff action 


T" United States Steel Corporation, whose plants in 


to so reduce the importation of foreign goods, chiefly 
American, as to compel American or other foreign manu- 
facturers interested in the Canadian trade to establish fac- 
tories in Canada behind the tariff wall thus decreasing 
American exports to the Dominion and tending to decrease 
employment in the United States. 

From the standpoint of the export trade of the United 
States in the Dominion the new duties will seriously affect, 
but of course not entirely destroy, trade of an annual value 
of about $25,000,000. The new duties impose increased 
charges particularly on foodstuffs of various sorts which 
is a very important item; on coal, 





virtually forces the expatriation of 
American capital and its re-invest- 
ment in Canada. It is the prac- 
tical side of this new factor in our 
economic life, altogether apart 
from any discussion of whether the 
higher rates represent a deliberate 
retaliation on the part of Canada 
toward this country or the round- 
ing out of a tariff policy long 
established by the Dominion Gov- 
ernment. The new rates, given 
provisional effect by the Govern- 
ment at Ottawa on June 1, have 
now been sanctioned by the Cana- 
dian Parliament. 

The present government of the 
Dominion at one time proposed a 
general tariff revision but this was 
found impracticable. Last Septem- 
ber rates on a number of items of 
importance to American manufac- 
turers were raised and the latest 
revision of rates completes, for the 
time being at least, the rounding 
out policy then inaugurated. This 
rounding out process is designed to 
complete the protectionist struc- 
ture for Canadian manufacturers 
with the idea of increasing employ- 
ment, increasing the use of Cana- 

an raw materials and, in short, 
building up Canadian manufac- 
tures generally. In practical op- 
eration the result contemplated is 
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Courtesy, Canadian National Railways 
Victory Tower, Parliament Buildings, Ottawa, 
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especially anthracite, which here- 
after will probably be largely sup- 
plied by Great Britain; automo- 
biles valued at over $1,200; cer- 
tain structural materials; industrial 
and similar machinery; household 
linens; watches and clocks; toys; 
and American magazines and peri- 
odicals—although considerable dis- 
cussion with Canadian authorities 
is in progress on the last-named 
items. Only a year or two of 
actual experience can demonstrate 
how much our trade in these items 
will be hurt. 

But of the migration of more 
American capital, and especially 
more American manufacturing 
capital, to Canada much may be 
said though it should be promptly 
noted that nothing revolutionary is 
to be expected. In spite of broad 
and insistent claims in Canada and 
dire predictions in the United 
States, American manufacturing in 
Canada is running along pretty 
much the same as it has been going 
for several years although beyond 
question it has been accelerated by 
the higher protective duties re- 
cently established. In his budget 
speech at Ottawa explaining the 
new tariff on June 1, Premier R. 
B. Bennett stated that since the in- 
auguration of the higher rates last 
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September, 87 new foreign-owned industrial plants had 
been established and of this total 74 were American-owned. 
American records for the same period show about half 
this number of such establishments. Admitting that the 
American record is incomplete it is also probable that the 
Canadian list includes many merely representative con- 
cerns—sales organizations, packing plants and other phases 
of distribution. At all events in 1930, according to Ameri- 
can figures, new American manufacturing plants established 
in Canada included 7 milk packing concerns, 2 textile fac- 
tories, 2 paint or dye factories, and one each of industrial 
machinery, oil refinery, gypsum working, biscuit factory, 
soup canning, metal textile, radio, rubber goods, washing 
machine, metal working, incubators, electrical appliances, 
chemical and oil pump and burner factories, involving a 
little more than $14,000,000. In 1929 the new American 
concerns established totaled 50, including 2 each of pharma- 
ceutical, toilet articles, miscellaneous chemical, electrical 
appliance, cereal, beverage, lumber, agricultural and indus- 
trial machinety, stone and glass working and miscellaneous 
concerns; 8 miscellaneous foodstuffs; 3 each of automobile 
and clothing; 6 each of automobile accessory and miscel- 
laneous textile; and one each of miscellaneous machinery, 
iron and steel, hardware, and miscellaneous metal products, 
the whole entailing an estimated investment of $30,750,000. 
All of the above figures are to be taken with a certain 
amount of reserve for while they represent a very careful 
and comprehensive canvass it is realized that private in- 
vestments over the border are easily made and many omis- 
sions are probable. On the other hand Canadian participa- 
tion in most of these concerns is material. ; 

More than half of the investment in these concerns in 
1930 is represented by the extension of the Borden interests 
in the Dominion, involving perhaps more than $8,000,000 
of the estimated total of $14,000,000. Another important 
establishment—im- 
portant at least in 


to the four-billion-dollar-line. Not the least of the factors 
in the situation, also, is that such investments increase the 
hold of American manufacturing interests upon Canada’s 
industries—an increasing control which may eventually 
work to the advantage of industry on the south side of 
the border. 

Nevertheless, several facts are to be faced. One is that 
in spite of current depression in manufacturing in the 
United States and Canada this extension of American fac- 
tories into Canada is still continuing. Another fact is 
that the Canadian tariff has had much to do with the move- 
ment. Doubtless the movement is partly the continuation 
of an economic growth which has been going on for several 
years, and in which are other factors more important than 
the tariff. But, the tariff, in fact, may be regarded as the 
final inducement for the investments which are really and 
principally based upon a much firmer foundation. Tariffs 
may change. In spite of all the promises the present 
administration in Ottawa may offer as to the permanence 
of present Canadian policies the next election in the 
Dominion may result in an overturn of the super-protective 
system and a reduction of the Canadian duties to at least 
the level obtaining previous to the recent increases. 

While the manufacturing interests of the United States 
in Canada are large they are really not so large as has 
generally been estimated and not nearly so large as direct 
investments in other lines, amounting in fact to only 27.7 
per cent of the total of so called direct investments. In- 
cluding American figures for 1930 and basing the estimate 
on the careful and comprehensive canvass of American 
direct investments in all countries made by the Finance and 
Investment Division of the Bureau of Foreign and Do- 
mestic Commerce last year, the total of all American manu- 
facturing investments in Canada at the beginning of the 


current year was 550 concerns involving capital investments 
of about $554, 
600,000. In addi- 





tion to these pure- 





its significance—is 
a branch factory 
of the Campbell 
Soup Co. This 
factory was estab- 
lished frankly be- 
cause of the in- 
crease of the 


How Canada Drew on Our Capital in 1930 


In addition to the $8,000,000 additional Borden interests investment in 
Canada (which will be increased $5,000,000 or $6,000,000 more) and the 
Campbell Soup Co.’s Canadian plant, the Maple Leaf Dominion’s industrial 
inventory for 1930 shows the following “contributions” from this side of 


ly manufacturing 
concerns American 
holdings of direct 
investments as par- 
ticularized by the 
Bureau _ included 
46 establishments 
involving $278, 
875,000 in paper 
and pulp concerns; 


Canadian duty on the border: 
its products from 
27 per cent to 35 International Nickel Co..........+.. $2,000,000 
per cent. 7 American Aluminum Co. ..........- *500,000 
Other American Hearst Interests (paper) ........... 2,000,000 
concerns known to International Paper Co............. 2,000,000 
h ave established American Pneumatic Services, Inc.. 200,000 
new businesses or NE SUR gs 855056500 ocd aceasave 250,000 
extended their for- Dupont chemical interests.......... 500,000 
mer holdings dur- —powelt River Co. (paper)........... 150,000 
ing 1930 are shown — National Lead Co. ..........2000-0. 3,000,000 
in the accompany~ Hudson Bay Mining & Smelting.... 4,000,000 
ing table. WB. Mypawm Od. 5.2... 6.55.0 esesc0s 500,000 
The important Exploration Oo. of California........ 300,000 
fact to be noted is *Estimated, 


that the develop- 
ment of the fac- 
tory extension 
movement last year 
and so far this year 
swells the total of 
American _invest- 
ments in the Do- 
minion — already 
estimated at close 
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National Biscuit Co................. 100,000 J , 
Gilbert & Parker Co. (machinery)... 260,000 123 investments in 
Forrest Crossley Radio.............. 100,000 vo I ving about 
Bridgeport Lace Co........ ee eae 150,000 $400,000,000 in 
Ear ee eae oe 200,000 mining and smelt- 
Stedfast Rubber Co................- 100,000 +«« ing; 76 invest 
A. B. Donohue & Co. (textiles)...... 100,000 ments involving 
Packard Electric Oo................+ 200,000 9941,471,000 in 
Mallinckrodt Chemical Co........... 250,000 «communica tions 
General Cenveyors Co............... - 250,000 and transportation, 
Marietta Paint & Color Co........... 100 000 including p u blic 
Pneumatic Tube Supply Co.......... 250,000 _—Utilities; 14 invest- 


Besides these, large plant investments, the approximate amounts of each 
are not available, were made by the Metal Textile Corp., the A. B. C. 
Washer Co., Humps Hairpin Co., Buckeye Incubator Co., Reo Motor Co., 
Nash Motor Co., Everlastic Corp., the Addressograph-Multigraph Corp., 
General Railway Signal Co., Eagle Pencil Co., Gates Rubber Co., White 
Motors, Polymit Co., American Hardwood Co. and Turbanite Products, Ltd. 
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ments involving 
$55,041,000 in the 
production, _refin- 
ing and distribu- 
tion of petroleum 
products; 117 in 
vestments involv’ 
ing $37,874,000 in 
selling organiza: 
(Please turn to 
page 424) 
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To Get Copper Out of 
the Red 


Drastic Action In Reducing Output 
Necessary Until Demand Reduces Heavy 
Stocks — Investors Must Be Protected 


By C. S. Burton 


which the industry itself may successfully direct its 

energies—or is the transition from depression to 
more favorable levels something that must simply come to 
pass as the consequence of a general industrial rehabilita- 
tion which the copper industry itself can neither let nor 
hinder? 

There is no sustenance in 8-cent copper and producers 

were in the depths of despond less than a month ago when 
8 cents was the so-called official price and some sales were 
reported at '73/4 cents a pound. And yet they sold to any 
who would buy. 
_ There is no profit in 9-cent copper, yet the producing 
industry cheerfully sold all it could at that price a fortnight 
since and counted itself lucky to be able to book orders at 
that level or at the export equivalent, 9.275 cents. 

In almost any other line of business the spectacle of 

yers pressing forward with coin in hand to make pur- 
hases at rising prices would bring about a sudden indispo- 
sition to sell, but the red metal trade evinced no Scotch 
canniness. Instead orders were booked as rapidly as they 
came forward. Why? Very possibly because the task of 
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(5 erick copper out of the red! Is it a task to 


getting copper out of the red is one with which the 
industry itself has been generally unable to cope. Huge 
stocks the world over press upon the market and, have 
been increased in recent months by sustained output and 
lagging demand. Efforts to curtail production have largely 
come to naught. And yet the salvation of the industry 
can be accomplished, the return of its profit position as- 
sured, and the interests of its thousands of investors pro- 
tected only by drastic reduction in output; whether arrived 
at by concerted action of the leading companies in the 
industry or by the harsher workings of economic law in 
the form of a shut-down of operations in all high cost 
producing properties. 

Anything short of such drastic curtailment of output 
will prove little more than a temporary expedient. Noth- 
ing less will prevent the making of new low records even 
more discouraging than those recently witnessed: the low- 
est price for the metal in all history; the lowest rate of 
consumption in many years; and the largest amount of 
new copper ever accumulated above ground and unsold 
at one time. 

Thirty-seven years ago—in 1894—some unofficial sales 
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Financial Position of Leading Coppers 





Funded Debt 
(millions 
of dollars) 


Shares Price (dollars) Total Mkt. 
per Share Valuation* 
Millions 


Stock 
Outstanding June 30, ’31 


Ratio to 
Market 
Valuation 


Net Current 
Assets 


Ratio to 
Liabilities 





28% $292 $78,128,787 1.9 to 1 1 to 4 





9,893,150 


20% 196 45,887,695 6.2 to 1 1 to 4 





4,857,248 


61 19,332,108 4.3 tol 1 to 2.6 





842,857 


29 7,000,520 1.4 tol 1 to 4 





1,181,967 


13 3,288,760 2.9 tol 1 to 4 





15 12,543,220 7.1 tol 1 to 1.2 





408,155 


6 4,868,974 8.9 to 1 1 to 1.3 





2,822,716 


29,745,071 1.9 to 1 1 to 1.4 





450,001 


4,861,145 10 tol 1 to 14 





747,116 


4,252,158 4.2 tol 1 to 1.2 





Amorisan Motel Go. ..ccc.csecssccsevece 1,218,185 


$20.0 

4 yr. notes 
. 8 

pfd. stock 


21,805,116 2.1 to 1 1 to 1.8 





*Includes Funded Debt, if any. 























of copper were made at a fraction under 9 cents a pound, 
and the 9-cent figure stood as the record low price until 
last month when ‘the market broke through this level to an 
official quotation of 8 cents—with some sales reported at 
73% cents. From this there was the rally to 9 cents fol- 
lowed by a moderate setback. 

For the month of May, total shipments—refined copper, 
North and South America—were just a little under 72,000 
tons (144,000,000 pounds). At this rate shipments were 
40% under the average for the twenty-nine months from 
January, 1929, to May, 1931, inclusive. Under any nor- 
mal conditions, it would be justifiable to assert that the 
demand for copper is down to an irreducible minimum, but 
it is admitted that domestic consumers whose takings are 
down about 50 per cent are so far bought ahead that they 
may not be in the market on a broad scale for some months; 
while export demand is only off about 25 per cent and 
may not therefore be expected to aid greatly in the pres- 
ent situation. 


Satisfactory Estimates of Surplus Lacking 


There are really no satisfactory figures available covering 
the copper above ground and unsold. While production 
of blister copper was smaller in May, as compared with the 
month preceding, by a little more than six and a half 
million pounds, an increase in refined copper coupled with 
the decrease in shipments brought “stocks on hand” to the 
record total of 1,249,654,000 pounds. There is a very 
distinct lag in copper as is shown by a record volume in 
“stocks on hand,” in spite of the fact that there has been 
a decrease in the production of blister copper every month 
since and including last October. There are close students 
of copper who hazard the statement that there must be 
two billion pounds of copper above ground and unsold, 
which would substantially exceed a year’s requirements at 
the present rate of takings. The best estimate seems to be 
about 1,500,000,000 pounds, more than 10 months’ supply. 
At 144,000,000 pounds per month, a year’s consumption 
would be but 1,728,000,000 pounds, of which 72.31 per 
cent is known to be on hand. 
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It is not hard to understand the welcome extended to 
copper buyers at this time. For the sake of future stability, 
it is to be hoped that the present price levels, low as they 
are, may be maintained. To encourage the marginal pro 
ducer by a mark-up in the price would be to invite a con- 
tinuation of the distressful conditions which have prevailed. 


War Needs Created Surplus 


As against this unprecedented position of one of our 
great essential industries, there is to be regarded the pic- 
ture of its past performances, when copper achieved new 
high records in production, year after year. Thrown by 
war-time demands into a wild effort to get out metal in 
the greatest quantity in the least possible time; carrying 
on through the first war-time depression, while the war: 
time scrap and accumulations were slowly absorbed, the 
line on the chart projected to denote the average rate of 
increased consumption, came right back to its anticipated 
level. Is it to repeat this performance? 

For years the progressive increase in the world use of 
copper has been one of the most stable and satisfying fac 
tors entering into every composite line, by which analysts 
have attempted to chart the growth of our country and the 
progress of our industrial development. 

By five-year periods, from 1861 to 1925, the average 
rate of increase for each period was 33.56 per cent; equal 
to 6.71 per cent annually. From a little more than one 
million tons (2,021,159,643 pounds) in 1919 to a consump: 
tion of more than two million tons (4,181,905,740 pounds) 
in 1929, shows a more rapid rate of increase, from which 
a natural reaction was to have been anticipated in any 
event. The present condition of the industry is, therefore, 
in smaller part, due to such a reaction, and, in by far the 
larger part, of course, it is due to the world-wide depression 
which has halved, or more than halved, the price of nearly 
all commodities. What is the basis for any anticipa 
betterment of the position of copper? 

It is, primarily, that there is hardly any form of indus 


trial activity in which copper does not play some part; its 


ubiquity is not generally appreciated, because the moment 
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it goes into any kind of manufacture except wire, it loses 
its identity. In other raw materials, we may calculate, 
with fair accuracy, the value added by the processes of 
manufacture, but, while copper is superlatively essential in 
so many various ways, yet, it is only as an auxiliary that it 
serves. Even in electrical manufactures, telephone and 
telegraph equipment, light and power lines, wire and rods, 
where the metal remains unalloyed; these uses, which ac- 
count for about 53 per cent of world consumption, do not 
allow us to compute its value, as one may compute prices 
for steel rails or structural steel. Nevertheless, these very 
uses of the metal, being so imperatively necessary and not 
threatened by the use of any substitutes, do allow us to 
view the present plight of the copper producers as one from 
which they are sure to recover, when and as industry be- 
gins to regain momentum. 

While at the present low rate of consumption there is 
nearly a full year’s supply of copper in hand, without 
taking into consideration any further output; on the other 
hand, it must be true that the stock yards of foreign fabri- 
cators, are bare of metal. As is always true when a buyers’ 
market prevails emphatically, in any commodity, consumers 
have refused to lay in any stocks. From the very inception 
of the buyers’ strike, which started in April of 1929, up to 
the present moment, purchasers of new copper have been 
intent upon forcing the producers to carry all the metal, 
which, ordinarily, would be found in the inventories of the 
consumers. What is to be looked for as actually remedial 
is the demand of the final consumer and not that of the 
fabricator. 

Naturally, there is much discussion as to the effect upon 
the producers, of the precipitate drop in the price of copper 
and the curtailed consumption of the metal. It may as 
well be realized that there is no copper anywhere in the 
world, which, on the present greatly reduced scale of opera- 
tions, can come to market at eight cents per pound and 
show even a bookkeeping profit, especially if any proper 
charges are made beyond the actual money cost of bare 
operations. 


Producer Unable to Control Market 


The present position of the copper producer is as fantas- 
tic as that of the cotton, planters, the wheat farmers or the 
producers of crude oil. In each of these four great essen- 
tial lines of industry, each dependent upon world markets, 
production has gone on in the face of growing surpluses. 
The cotton planter has been compelled to grow cotton ex- 
clusively; in the past, land owners have insisted that tenant 
farmers have no crop but cotton. Wheat farmers are more 


independent, but a great part of our wheat is grown on 
land not fitted for any other purpose. The producer of 
crude oil has the offset well problem, which has contributed 
more to overproduction of oil than any other one factor. 

The copper producers—the important companies—have 
always to struggle with the output of the custom smelters 
on the selling side and their own costs on the other. The 
metal produced from custom ores goes to market “at the 
market.” Custom smelter operators avoid accumulating any 
metal. Being interested only in their charges for smelting, 
refining and selling, according to whether they handle one, 
two or all three stages of this movement of copper from 
mine to market, they endeavor to sell each day an amount 
of metal equivalent to the content of the ore receipts of 
the previous day. The consequence is that there is always 
more or less of a buyers’ market. 


Marginal Producers Depress Market 


During the twelve-month period, when the Copper Ex- 
porters, Inc., maintained an export price of 18.30 cents per 
pound, the marginal producers sent every possible ton of 
ore to the smelters. This production with its unremitting 
pressure upon the market was the best card in the hands of 
the consumers, forcing the Exporters’ organization to a con- 
stant unwilling choice between accumulating the metal for 
its own account or allowing the 18-cent domestic price to 
break, which would have carried the export price structure 
with it. The reported world stock of copper on hand when, 
in April of last year, copper broke 4 cents per pound in 
one day, was 1,201,186,000 pounds. 

It is now plain that many copper mines must be closed 
down, at least temporarily, and that it is now futile 
to consider bringing new production to the market. The 
marginal producer danced for a time; now, he is being 
compelled to pay, the piper. As in the case of the wheat 
farmer, now confronted with wheat from the steppes of 
Russia offered in the world market at prices intended first 
of all to move the grain, the question settles down to a 
matter of production costs. It is a choice of evils,—the cost 
of a complete shut-down as against the loss by partial cur- 
tailment of output. 

In endeavoring to make any comparison of the produc- 
tion costs covering the bulk of the world output, it is 
necessary to go back to 1928. Neither 1929 nor 1930 
were normal years. In 1929 there was undue stimulation 
in the early part of the year and attempts at curtailment 
as the “buyers’ strike” gained headway’ while in 1930 
there was a general attempt to cut down production. 

(Please turn to page 422) 
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Stocks Which Sell Close to 
uick Asset Value 


Issues in Which Plant. Investment, Manage- 
ment and Good Will Are Grossly Under- 
valued Have Promise of Broad Appreciation 


By Russe, TayTE 








N the notable stock market 

rally which began June 2 nu- 

merous low-priced, radically 
speculative issues have experienced 
a substantially greater percentage 
of appreciation than either the 
recognized market leaders or the 
average of the market as a whole. 
To cite a convenient exaiaple, 
Chrysler's maximum recovery at 
the present writing has been 82 
per cent; that of United States 
Steel, 26 per cent and that of the 
average of the list approximately 
42 per cent. 


normal levels. 


The factor of net quick assets, or 
working capital, is worthy of thought- 
ful attention in any effort to select 
securities which have been thoroughly 
deflated—hence presenting a minimum 
risk of further serious decline—and 
which hold inherent promise of appre- 
ciation in any recovery of business to 


in which the buyer can _ seek 
guidance? 

In seeking a practical clue to 
these questions there is no thought 
in this article of recommending the 
purchase of any stock, particularly 
at the recent advanced quotations; 
nor is there any thought of ad- 
vancing a fool-proof formula for 
speculation, for no such thing 
exists. For those interested in low- 
priced speculations, however, and 
desirous of minimizing the risk of 
heavy loss there is one invaluable 
guide and that is net quick asset 





position. With a corporation, as 





This is a familiar phenomenon 
in all market recoveries, whether 
temporary or permanent. There have been many con- 
spicuous instances of $10 or $20 stocks rapidly doubling in 
value, a fact which contributes strongly to the logical desire 
of so many small speculators to have a try at issues of this 
type. If all other considerations are equal, it is obvious 
that the risk in a $10 stock is smaller than that in a $50 
stock. . 


The Appeal of Deflated Issues 


But usually, of course, all other considerations are by 
no means equal. There is no simple rule which can be 
applied in all instances. In general, the same methods of 
appraisal should be applied to a low-priced issue as to a 
high-priced one, including current and prospective earn’ 
ings, outlook of the industry and position of the company 
in its industry. Against the possibility of exceptional per- 
centage of recovery in a rally there is, obviously, a similarly 
rapid percentage depreciation for the speculator who 
guesses wrong in feeling for bottom. Thus, the decline 
of a $10 stock to $5 means a loss of 50 per cent. 

Regardless of the hazards, however, there is a tremendous 
appeal in deflated stocks which appear to offer possibilities 
of large gains. The risk in dollars is usually small but the 
fear which probably is the strongest deterrent to the aver- 
age buyer is that, after all, the company whose stock he 
covets may be headed toward extinction. Granted that a 
stock has declined from $50 a share to $10, what is to 
prevent it going still lower? What is to keep the company 
from receivership? Is there any logical factor of resistance 
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with an individual, nothing is 
quite so reassuring. as money in the bank or United States 
Government bonds in a strong box. 

The search, then, turns logically, to stocks of financially 
strong companies. If a company has no bonds or bank 
loans and no preferred stock, the speculative prospect of 
the common shares is to that extent improved. The com- 
mon stock owns the entire equity, which means assets of 
every kind, including liquid resources, fixed properties, 
equipment, management, good will, etc. With most assets, 
of course, it is difficult, if not impossible, to arrive at a 
practical valuation. What, for example, is the junk value 
of a factory which earns no profits and has scant prospect 
of earning any? 

However fantastic it may seem at first glance that the 
stock market on June 2 appraised physical properties of 
many corporations, including some of large size, as worth 
nothing, or less than nothing, such an appraisal is not 
necessarily absurd, even though the properties in question 
may have, and, in fact, did, cost many millions of dollars. 


Ignoring Liquid Assets 


It is a different matter entirely, however, when the mar’ 
ket goes to an extreme which tends to ignore liquid re’ 
sources, unencumbered by prior obligations; when in some 
instances it appraises cash and Government bonds as worth 
considerably less than 100 cents on the dollar, as was the 
case early in June. Taking an extremely bearish point of 
view, it would be possible, of course, for business depres 
sion to last much longer than is now anticipated. It would 
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be possible for a company well supplied with cash to con- 
tinue operating at a deficit until it went broke. Yet there 
are not a few companies which, without paying dividends, 
are actually in a position to stand the gaff of 1931 ad- 
versity for another four or five years without exhausting 
present liquid resources. In such instances it appears far 
more likely that recent low prices represented an unjustly 
low appraisal than that the particular companies faced any 
real threat of extinction. Judging by the manner in which 
various such stocks have rallied, this appears to have been 
the market’s second thought on the matter. 

While no corporation carries a guarantee against ulti- 
mate business extinction, in looking a year or two ahead, 
which is all that any investor can rationally attempt to 
do, there is no stronger safeguard than net quick assets. 
When a stock is selling at or near its proportionate share 
of such resources, with no allowance whatever for fixed 
properties, it is clearly worthy of consideration, for, at 
worst, this factor should limit any additional decline. Even 
in the case of leading stocks, quick assets also are worth 
study, although in this group there are no instances of fixed 
property values being entirely ignored. With any cor- 
poration, net quick assets, if held in sufficient amount, are 
a bridge over the gap of depression. With any stock they 
should give some clue to a logical estimate of the limit of 
reasonable deflation. If purchased in periods of market 
weakness, such stocks are 


on the company’s total issue of common stock. Oil fields, 
refineries, pipe lines, distributing facilities and other fixed 
assets are carried at $324,602,000 after allowance for de- 
preciation. Deducting a funded debt of $116,000,000 from 
this figure leaves an excess of fixed assets of $208,000,000 
which the current market values at nothing. 

To cite another oil issue, Atlantic Refining has a work- 
ing capital of $45,348,000. This would be sufficient to 
pay off a funded debt of $14,000,000 and leave $31,348,- 
000 in quick assets or the equivalent of $11.70 per share. 
The stock sold at a recent low of 111%, less than the net 
quick assets behind it and in complete disregard of physical 
properties costing many millions of dollars. 

Westinghouse common and preferred stocks recently 
were given a total market appraisal of approximately $150- 
000,000 or substantially less than the combined value of 
net quick assets and investments in subsidiary or associated 
companies. Expressed in different form, each share of 
Westinghouse common represents $37 in net current assets 
and one and one-half shares of Radio Corp., the latter hav- 
ing a market value of $18 per share of Westinghouse at 
recentlowest price for Radio. This makes a total of $55, 
against the recent low of $54.25 for Westinghouse com- 
mon. There can be no question as to the assured future 
of the electrical equipment industry and Westinghouse is 
a company which has always earned satisfactory profits in 

normal times. On _ the 





one hand, therefore, the 





not likely to go a great 
deal lower but, on the 
other hand, face the pros- 
pect of material advance 
in any genuine business 
recovery. 


Shock Absorbers of Depression— 
Net Quick Assets 


Senior Securities 


buyer faces a more or less 
protracted period of sub- 
normal profits and divi- 
dends. On the other is 
Net Quick Assets the reasonable prospect 


$469,500,000 that the company’s cur- 
shinai rent financial strength will 
siiaihae see it safely through this 

~~ trying period. If so, the 
197,693,000 recovery of normal earn- 
73,125,000 ings will necessarily be 
accompanied by substan- 
tial market appreciatior.. 

The common stock of 


In recent weeks there 
have been some striking 


United States Steel $462,157,000 
3,998,700 
125,904,000 
118,929,102 


72,475,000 


Westinghouse 
Gulf Oil 


cases of discounting dol- 
lars. Thus, Lima Loco- 


Texas Corp. 
Goodrich 


As Applied to Five Stocks Without 
Prior Obligations 


motive sold as low as 
$19.25 a share, although 
cah and Government 
bonds held by the com- 
pany amount to $32 a 


share and total net quick 
assets to $45 a share. 
Similarly, Hupp Motor, 
with nothing ahead of the 
common, sold at $5.75, 
with net quick assets of 
$9.70 a share and cash 
and Government  securi- 
ties amounting to $7.30 a 


Montgomery Ward 
Borg Warner 

Nash Motor 

U. 8. Industrial Alcohol 
Hudson Motor 








Net United States Steel has 
Oleh Bese usually sold well under its 
pe book value of approxi- 
sais mately $206 per share. 

‘ The reason is that the 
13.75 steel industry always has 
29.07 been one of relatively low 
12.40 return upon invested capi- 
tal. The same thing ap- 


Recent Low 











share. These are ob- 


plies to railroads and 





viously extreme cases, but 
illustrate a condition which has applied, and may apply 
again, to stocks of some of the larger corporations. 

Gulf Oil, for example, controlled by the Mellon interests, 
was given a market valuation of $297,862,000 on June 2, 
including outstanding bonds. Net quick assets are $120,- 
853,000 and permanent investments $25,111,000. De- 
ducting these unquestionable assets, the June 2 market ap- 
praisal on all physical properties was only $151,898,000— 
yet Gulf Oil in 1929 and 1930 alone spent $162,202,900 
on new assets, guided by a conservative record of twenty- 
four years of profitable operations. Granting that the early 
outlook of the petroleum industry is not promising, we have 
here a notably sharp disagreement between the market and 
the Mellons as to the long term prospect. 

Texas Corp. recently has been in disfavor marketwise, 
but working capital alone is $197,693.000 or approximatelv 
equal to the total valuation of $197,023,000 recently placed 
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many rail stocks habitual- 
ly sell for a small fraction of their book value. As a practi- 
cal matter, the shareholder’s equity in a mile of railway 
track or in a steel mill is of value only as a going enter- 
prise producing profits. Even so, the recent low quotation 
of 83% for Steel would seem to go to remarkable lengths 
in discounting the corporation’s financial strength and in 
allowing for a gloomy future. It is certainly to be doubted 
that this largest of all industrial enterprises has permanently 
lost a reasonable earning power. 


Meanwhile there is very interesting food for thought in 
the appraisal placed upon U. S. Steel’s properties by the 
market. The company has net working capital of $469,- 
500,000, including $197,807,000 of cash and marketable 
securities. These quick assets exceed bv a slight margin 
the combined total of funded debt and preferred stock. 
Accordingly, the total common stock appraisal at the recent 

(Please turn to page 421) 
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Industries That Must Go On 


“How does it happen,” a reporter asked a paper manu- 
facturing magnate, “that while you are growling about 
being in a losing business your payroll is about as long 
as ever and your output not much reduced—why don’t 
you curtail or shut down?” 

“We can’t,” was the answer, “because if we are losing 
$2,000 a day running at near capacity, we would lose 
somewhat more by curtailing and twice as much if we 
shut down. Machinery has progressed so far in our busi- 
ness that there is almost no one who can be fired if we 
continue to run at all, and wage reductions that would 
alienate our few men wouldn't amount to a drop in the 
bucket to us. Talk about machinery dispensing with men; 
in our business it has made them indispensable. It takes 
a rare man with much experience to direct one of these 
tremendously costly machines. Not only must we keep him 
in a good mood, but if we were to shut down a few weeks 
we would never see him again. Then again our capital 
investment is so gr2at, as measured against output, and 
our turnover so long, that we have to keep producing at 
any price. If we quit, we are sunk for good under several 
hundred feet of investment—our market gone to our 
rivals, and our machines junk.” 

There are many businesses that for similar or different 
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reasons cannot shut down. The 
law keeps a railway going until 
it runs into a receivership, and 
still it must go on. A public 
utility can’t shut down, even if 
every day it runs it is run 
ning away from its present 
owners. Any private business 
that has a great investment of 
capital, long turnover, narrow 
margins, and comparatively few 
employes cannot curtail much, 
and shutdown is suicide. Some 
industries involve long and 
tedious processes—so long that 
the whole aspect of business 
may have changed in between. 
The process can’t be stopped 
without total loss, and if it 
could be otherwise, there are 
contracts to fill; and the only 
choice is between loss of con- 
tinuing and greater loss of 
stopping. 

In some industries the cap- 
ital invested in raw material is 
so much greater than that in 
the manufacturing plant that it 
may be necessary to run the 
latter at a loss indefinitely, or 
else liquidate the enterprise en- 
tirely—a practice that would 
often redound to the benefit of 
stockholders. In terms of 
shorter periods such industries 
as iron and steel making, which 
involve long, continuous pro 
cesses, may be compelled by 
physical necessity to go through 
with current undertakings even 
though contracts be cancelled. 
Continuous process industries 
have to run night and day 
shifts, much to the bewilder- 

ment of the casual observer, who can’t understand why a 
depressed industry should be running overtime. 


How the Farmer Does It 


If the current conception of the American farmer as a 
perennially dead-broke person is to be accepted, how can 


Things To 


we account for the fact that he is buying more and more 
electric power, and, in accordance with the nature of 


such purchases, is paying for it? In 1930 there were 
644,421 farms which took current from power lines, and 
they paid more than 46 million dollars for the service. 
Whatever his troubles, there is one advantage the farmer 
has over the city dweller, and that is that he is not eaten 
up by a host of insect expenses that devour the latter 
alive. He can plump for the essentials he needs and the 
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luxuries he desires while the city brother is enmeshed in 
a multitude of petty expenses that deprive him of liberty 


of choice. 


Another Type of Moratorium 


Like a devastating war, major depression is not with- 
out a compensating factor. Both war and adversity are 
forces which stir men and nations out of lethargy, touch- 
ing off dynamic activity. We need to be rudely shaken 
now and then out of the laziness of mind and body that 
comes with self-satisfaction. Only then do we discover 
new capacities and methods. There are hopeful signs now 
that American business is awake and on its toes. How- 
ever slow the process, it is finding a base for recovery 
within itself in the necessity of meeting adversity. En- 
terprising, courageous men are demonstrating that, with 
the majority of our people still at work, there is a demand 
for up-and-coming products that meet 1931 conceptions 
of value and price. Here and there the reward is ex- 
pressing itself in profits. There is inspiration for all in 
the striking success of a particular automobile of medium 
price and of another of low price. There is a lesson in 
the example of a leading department store which is now 
breaking all former sales records, in dollars and physical 
volume. Even the railroads, hypnotized by regulation, are 
finding that the broad highway of individual initiative 
is still open. One of them has announced the innovation 
of air-conditioned comfort, regardless of weather, in pas- 
senger service between New York and Washington. Is 
not what we need a moratorium on sloth, despair and 


pessimism? 





All Kinds of Transportation for Sale 


Competition is more than the life of trade. Not in- 
frequently it is the mother of progress. Even a competi- 
tion, destructive in its immediate effects, may shape long 
range economic trends of incalculable value. In this class 
is the present competition between the railroads and motor 
truck and bus transportation. We will not get at the 
heart of the matter by imposing upon bus and truck 
transport a burden of legal restriction and taxation pro- 
portionate to that of the rails. Both the rail and auto- 
motive carriers are indispensable. Both will continue to 
operate, either competitively or co-operatively. Why 
should the problem be fogged by narrow definitions? 
Thus far, our conception of the railroads, and their con- 
ception of themselves, is absurdly narrow. They are in 
the business of selling transportation. There is no sound 


Think About 


reason why it must be only one kind of transportation, 
consisting of cars of a standard type drawn by steam or 
electric locomotives. There is vast room for co-ordination 
of existing facilities. Only a start has been made thus 
far by railroads in undertaking their own automotive and 
aviation ventures. The rail motor cars used in England, 
capable of running either on rails or highways and thus 
able to make door to door collections and deliveries, might 
well be tried here. Why should not the transportation 
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company of the future move passengers and goods over 
steel rails, over the highways and through the air? Nor 
would it be a wild dream to expect that it will also sell 
underground transportation, for pipe lines could be built 
on the convenient rights-of-way already owned. And if 
we look twenty years ahead to highways horribly choked 
with motor cars, why should not the super-transportation 
company construct elevated, express toll highways over its 
railway lines? It would then be in the position, as any 
modern enterprise should be ,to sell the customer any 
type of transportation he desired. This is certainly some- 
thing for the railroads to think about before seeking legis- 
lative relief from competition. 





Getting Prices Into Line 


“I wouldn’t build that house now if you gave me the 
lumber free,” said an indignant would-be-builder of a 
house, when he found that a 30 per cent reduction in the 
cost of material meant only 3 per cent less for a house 
than at the height of the boom. 

Prosperity is largely a matter of equitable exchange, 
which can be brought about only by a price scale that is 
accepted as fair. The man who thinks he is underpaid 
is not likely to spend freely on the products of the man 
who is considered to be overpaid—whether goods or serv- 
ices are involved. Most talk of reducing wages in the 
mechanized industries, where machines are many and 
laborers few is pure bunk, and proceeds either from blind 
greed or from confusion of wage rates and labor costs. 
The building trades, however, are activities in which the 
high individual rate is closely related to excessive labor 
costs. Labor cost in the erection of a dwelling will aver- 
age about 60 per cent of the whole, and the simpler the 
dwelling the greater the proportion. Take a 6-room 
bungalow. The lumber will cost say, $750, and the fin- 
ished house $4,000, probably 70 per cent of which will 
be labor. The only way appreciably to reduce the cost 
(assuming that the lumber merchant has passed on the 
30 per cent lower wholesale price of lumber) is to reduce 
the carpenter’s rate of pay. Naturally, the carpenter 
scorns reduction. The result is that the house is not 
built, the carpenter stays on the unemployment rolls, and 
a feeder of the river of prosperity is cut off. The pro- 
spective housebuilder, whose own salary or profits have 
been reduced, insists that the carpenter must meet him on 
a common level. Building is being held up all over Amer- 
ica by excessive costs of materials at retail and by the 
demand for boom-time wage rates in dead-time income 
rates. The retailer of building materials who tries to 
absorb lower wholesale prices into added profits and the 
worker who refuses to get in line 
with the new level of prices are hold- 
ing up prosperity for themselves and 
millions of others. 

No amount of scolding will change 
this perfectly human deadlock. But 
some day soon the merchant will 
go after business at a price at which 
he can get it, and the worker 
after a job at a rate that will land it. New times, new 
prices. But it may take another winter of discontent to 
drive some retailers to a mental and emotional condition 
in which they will prefer some business at a profit to 
no business at a high profit, and the worker to prefer steady 
work at a lower wage to no work at a higher wage. This 
has nothing to do with reducing standards of living. Hard 
times already have done that. Active business and steady 
work will soon restore profits, wages, and living standards 


387 

















LACLEDE GAS LIGHT 
Ist Coll. & Ref. 5%4s, 1953 








Gas Utility Bond Affords 
Attractive Yield 


Company Operating in St. Louis Has 
Long Record of Favorable Earnings 


By Ronatp P. Hartwety 








lateral and Refunding 

544% Gold Bonds, 
Series “C,” due February 1, 
1953, of the Laclede Gas 
Light Co., are the secured 
obligation of one of the 
oldest public utility enter- 
prises in the country. La- 
clede Gas Light Co. was 
incorporated by an act of the 
General Assembly of the 
State of Missouri on March 
2, 1857, and with the sub- 
sequent amendment to the 
charter on March 26, 1868, 
the company was given the 


Tie First Mortgage Col- 








Earning Record of the Laclede Gas 


Light Co. 


Gross Oper. and Available for 
Non-Oper. Revenues Bond Interest 


$8,314,148 
7,941,647* 


8,575,588 


Times 
Earned 


3,377,079 2.10 


3,510,304 2.03 
8,174,273 1,82 


3,176,428 1.78 
3,286,513 1.80 
3,023,630 1.52 


* Drop in revenues due to lease of electric properties to 
Laclede Power & Light Co. 


5s of 1934, this latter issue 
being a first closed mortgage 
on all the properties of the 
company. The property cov- 
ered in the mortgage inden- 
ture includes the plants do- 
ing the gas business and on 
the electric light property 
leased to Laclede Power & 
Light Co. 

The future of the gas in 
dustry in St. Louis has very 
attractive possibilities. The 
geographical location of the 
city makes it an ideal mar- 
ket for the readily available 
supplies of natural gas at 














right forever to sell gas 
within the corporate limits 
of the City of St. Louis. In 1889 the 
original company reorganized and at 
the same time took over various other 
properties. Predecessors of the Laclede 
Gas Light Co. established themselves in 
the gas business as early as 1837, so 
that the business is not far from the 
century mark in operation. The com- 
pany is now a subsidiary of Utilities 
Power & Light Corp. 

The company owns and operates 
without competition manufactured gas 
systems serving the entire City of St. 
Louis, which has a total population in 
excess of 850,000. The plants consist 
of two coal and water gas plants, and 
a by-product coke plant. Other prop- 
erty and equipment consists of repair 
shops, storeroom, garage and many par- 
cels of real estate. The daily capacity 
of the plants is over 65,000,000 cubic 
feet. The distributing system consists 
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of 1,145 miles of gas main partly 24- 
inch and partly 30-inch. The company 
serves more than 200,000 customers. 
Laclede Gas Light also owns an elec- 
tric light plant which is leased to the 
Laclede Power & Light Co. until 
February 1, 1953, and any time prior 
to the expiration of this lease, the latter 
company has an option to purchase 
these electric properties for $5,254,000. 

Two series of the First Mortgage 
Collateral and Refunding bonds have 
been issued, the 5!4s Series “C” due 
in 1953 of which there are $17,500,000 
outstanding and the Series “D” 5)s 
due in 1960 of which there are $5,500,- 
000 outstanding. Both series of bonds 
are secured alike, comprising a direct 
mortgage lien on all the physical prop- 
erties of the company and additionally 
secured by the pledge of $10,000,000 
(50% of the total issue) Ref. and Ext. 


economic rates from the 
huge gas fields in the 
Southwest. Indeed,.in January of this 
year the company announced plans to 
supply the city with natural gas from 
the Louisiana fields, mixed with the 
manufactured product with possible 
lowering of rates. Lower fuel costs 
to the consuming public will open large 
markets to the company especially in 
furnishing the heating requirements of 
manufacturing enterprises and in 
house heating. 

Other supplementary sources of gas 
supply for the company have been con: 
tracted for through the Illinois and 
Missouri Pipe Line Co. which in turn 
obtains its supply from the refineries of 
the Standard Oil Co. of Indiana and 
the Roxana Petroleum Corp. This gas 
is carried under the Mississippi River 
through two 10-inch mains to the sew 
eral plants of the company in quantities 
sufficient to supply the present require’ 
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ments, thereby avoiding the necessity of 
increasing the company’s manufactur- 
ing capacity as well as protecting it 
from a scarcity of gas oil. Laclede Gas 
Light also has a long term contract 
with St. Louis Gas & Coke Corp. for 
the by-product gas manufactured by 
the latter. This supply is also trans- 
ported through the pipe lines of the 
[llinois Missouri Pipe Line Co. 


Protective Restrictions 


Protection from dilution of the se- 
curity behind the bonds is afforded 
through the restrictions concerning ad- 
ditional issuance. Additional bonds 
may be issued in series but only to the 
extent of 80% of the cost or the value 
of the additions when net earnings for 
twelve consecutive calendar months 
within the fifteen calendar months im- 
mediately preceding the application for 
the additional issue shall have been not 
less than 134 times the annual interest 
charges on all bonds outstanding in- 
cluding those applied for. In lieu of so 
issuing bonds at 80% of the cost when 
net earnings are 134 times the interest 
charges, the company may at its option 
issue bonds at 75% of the cost when 
net earnings as above are not less than 
14 times interest charges. 


The property, plant and equipment 
of the company according to the bal- 
ance sheet as of December 31, 1930, 
had a depreciated book value of $55,- 
971,946 or approximately 1/2 times 
the aggregate funded debt of $36,000,- 
000 outstanding, or 1.7 times the 
amount of secured funded debt out- 
standing. The Missouri Public Service 
Commission fixed the value of the 
property as of December 31, 1927, at 
$47,017,881 or less by $6,000,000 than 
the amount carried on the company’s 
books on that date. Allowing for the 
lower valuation indicated by the Com- 
mission’s report, the present value of 
the property and plant would still be 
more than 144 times the amount of 
secured funded debt outstanding. 

The earnings of the company cover 
the bond interest charges by an ample 
margin. The gross operating and non- 
Operating income in 1930 amounted to 
$8,409,935 a slight decline from the 
$8,575 588 shown in 1929 and the first 
drop in many years. The amount re- 
maining available for interest charges 
was $3,023,630 equivalent to 1.52 
times these charges, which compares 
With $3,286,513 the year before 
equivalent to 1.80 times the interest 
charges. The drop in the times interest 
earned ratio is largely accounted for by 
the issue of additional bonds during 
1930 for improvements to the property, 
the earnings on which have probably 

(Please turn to page 418) 
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Bond Buyers’ Guide 


NotE.—The following list of bonds has been arranged solely on the 
basis of current yields to maturity. The position of any issue is not 
intended as an indication of its relative investment merit. Readers 
should observe a proper diversification of commitments in making their 
selections from this list. The Guide is subject to revision as more favor- 
able issues appear and those no longer suitable, in our opinion, for new 
purchases, are dropped. Any queries concerning such changes should 
be directed to our Personal Service Department. 


Railroads 


Prior Interest Current Yield 
Liens Times Call Recent In- to 
(Millions) Earned* Price Price come Maturity 


Southern Pacific 1st 4s, 1955 . 2.0X 96 
Atchison, Top. & 8, Fe 4s, 1955 . 95 
Pennsylvania Gen. 4%s, ‘‘A,’’ 1965 101 
Tllinois Central Ist 4s, 1951 95 
New York Central Deb. 6s, 1935 105 
Rock Island-Frisco Terminal Ist “ 
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ee 
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102%T 97 
102T 104 


eees 110 
105 (’35)T 102 
105 105 


1967 
Pennsylvania 5s, 1964 
Great Northern Gen. A 7s, 1936 
Central Pacific Guar. 5s, 1960 (a) 
Chic, & W. Indiana Ist Ref, 5%s, 1962.. 
Carolina, Clinchfield & Ohio Ist & Cons. 
6s, 1952 (b) 
Nor’n Pacific Ref. & Impr. 6s, 2047.(a) 
Balt, & Ohio Ref. & Gen. 6s, 1995....(a) 
Southern Railway Dev. & Gen. 6s, 1956.. 
N. ¥., Chic. & St, L, Ref. 5%s, 1974. (a) 


Public Utilities 
Pacific Gas & Elec. Gen. Ref. 5s, 1942.. 29.0 
Utah Power & Light Ist 5s, 1944 coe 
Consol, Gas of N. Y. Deb. 5%s, 1945.(a) 191.1 
Indiana Natural Gas & Oil Ref. 5s, 1986 .... 
Montana Power Deb. 5s, 1962 (a) 83.8 
Arkansas Power & Light Ist & Ref. 5s, 

1956 (c) 2.0 
Hudson & Manh’n Ist Ref. 5s, 1957..(b) 5.9 
Columbia Gas & Elec, Deb. 5s, 1952.... ...- 
Northern Ohio Tr. & Lt. Gen’l & Ref. 6s, 


1947, “A 
United Lt. & Rys, Ist Cons, A 6s, 
1952 


ot ot oe 
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107%T 108 
110 (’36) 110 
107%2A (34) 108 
eset 105 


105 90 
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104 
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8.4 
11.8 


(a) 9.7 
Amer. W. Wks. & El. Deb. 6s, 1975.. 12.7 
Duke Price Power Ist 6s, ‘‘A’’, 1966. 36.7 
Standard Gas & Elec. 6s, 1935 432.2 
Standard Gas & Elec. 6s, 1966 432.2 


Industrials 
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Allis Chalmers Deb. 5s, 1937 

Gulf Oil Deb, 5s, 1947 ¢) 
Sinclair Pipe Line 5s, 1942 (a) 
Youngstown Sh. & Tube Ist 5s, 1978. (a) 
National Dairy Prod. Deb. 6%s, '48..(a) 
Purity Bakeries 5s, 1948 

International Match Deb, 5s, 1947.... 
Chile Copper Deb. 5s, 1947 
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Short Terms 


Humble Oil & Ref. Deb. 5%s, '32...(b) ....  18.59F 102%A 102% 
Smith (A. 0.) Ist 8. F. 6%s, 1983..(a) .... 22.76 101T 103 
Middle West Utilities 5s, 1933 881.6 1.39f 101% 97 


Convertible Bonds 


Am. Tel. & Tel, Conv. 4%, ’39......Com.@175.4 6.10 105 182 
Atch., Top. & 8. F. Deb. 4%s, '48..Com.@166.6 3.77 102 115 
N. Y., N. H. & Hart, 6s, '48 Com.@100 1, aaah 117 
Baltimore & Ohio Conv, 4%s, '60....Com.@120(h) 1. 106 91 
Texas Corp, 5s. 1944 Com.@70 3.2 102T 95 e le 
Inter’l Tel. & Tel. Deb. 4%s, '99....Com.@63.9 2. 102% 93 . 5 
All Bonds are in $1,000 denominations only, except (a) lowest denomination $500, 
(b) $100, * On total funded debt. - sie 
A—Callable as a whole only. T—Callable at gradually lower prices. X uaranteed 
by proprietary companies. (c) Listed on New York Curb. (d) Available over-the-counter. 
(h) Convertible after February 1, 1981. (N) Not callable until 1947. On basis of 1929 
earnings. 



































SOUTHERN PACIFIC 








Why Southern Pacific Wants 
“The Cotton Belt” 


Protection Against Competitors and Need for 
North and South Line Revealed as Forcing Move 
to Acquire Control Through Exchange of Stock. 


tion with Southern Pacific Co. 

have called attention especially 
to its property and securities, and also 
to several railroad problems of an im- 
portant and general character. Until 
the June rally set in, Southern Pacific 
shares sold on an extremely attractive 
investment level—as low as 671%, with 
a 6% dividend on par of 100. These 
figures could not help being attractive, 
even though the dividend should be re- 
duced from $6 to $5 a share this year. 
With the latter rate and at the recent 
price of around 80 the yield is at least 
6%. 

As to developments, reference is 
made, first, to the report some weeks 
ago of an Interstate Commerce Com- 
mission examiner by the name of Sul- 
livan, recommending that Southern 
Pacific not be allowed to acquire stock 
control of St. Louis Southwestern, 
familiarly known as “Cotton Belt,” 
and secondly, to 


Rit « developments in connec- 


By Prerce H. Futton 


fore again by reason of the renewed 
activity on the part of Eastern execu- 
tives with respect to a four-system 
grouping for the principal roads in 
their territory. 


Sought Only Stock Control 


Southern Pacific management never 
has been keen to go into consolidation 
on a comprehensive seale. Its applica- 
tion to the I. C. C. last year asked only 
for authority to acquire a certain 
amount of “Cotton Belt” stock, but not 
to acquire or lease the property 
through exchange of stock or otherwise. 

It has a well-defined policy of very 
conservative expansion under which it 
seeks to acquire only one road at a 
time and then only when such acquisi- 
tion may be operated in close relation 
to its present great system of 22,464 
miles of road and waterways. In other 
words, Southern Pacific seeks no other 


lines unless they provide new outlets 
or open up new territory in connection 
with its present operations. 

This policy has been strictly adhered 
to. No difficulty was experienced with 
State or Federal authorities, commercial 
organizations or shippers, in connection 
with the proposed merger of El Paso & 
Southwestern with Southern Pacific. 
Control was acquired from Phelps 
Dodge interests in 1924, and the 
merger accomplished as soon thereafter 
as practicable. 

The taking back of the San Antonio 
& Aransas Pass Railroad was accom’ 
plished with equal ease. In doing s0, 
the Southern Pacific had especially in 
mind getting into Brownsville, Tex. 
through the building of an extension 
of the Aransas Pass line. This road, 
by the way, was controlled originally 
by Southern Pacific but in 1903 was 
segregated under a ruling of the Texas 
Railroad Commission which held that 
this contro] was 
illegal. The pro 





the offer subse- 
quently by the 
former company 
to exchange its 
shares for those 
of the latter, 
common and pre- 
ferred, on certain 
terms and under 
well-defined con- 
ditions. 

Railroad con- 
solidation as a 
general proposal, 
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perty came back 
to the Southern 
Pacific in 1925, 
upon authoriza’ 
tion by the I. C. 
C. under the 
Transporta tion 


ct. 

The sailing has 
not been 80 
smooth in the at’ 
tempt of that 
company to at 
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trol of the St. Louis Southwestern as it 
was in the case of the other two roads 
mentioned. In 1929 the company be- 
gan buying both common and pre- 
ferred shares of St. Louis Southwest- 
ern. When it stopped buying it had 
87,200 shares of preferred and 42,600 
common, together 35% of the total of 
both issues outstanding. 

In July, 1930, just about a year aga 
Southern Pacific applied to the I. C. C. 
for authority to buy an additional 59,- 
380 shares of preferred and 24,700 
common—23% of the total—which, 
with the 35% already owned, would 
make 58%, or considerably more than 
a legal majority of the outstanding 
shares. 

On May 19 of this year—ten 
months later—Examiner Sullivan of 
the Commission made a report to that 
body recommending 
that Southern Pacific 


five shares of “Cotton Belt” preferred 
and one share for three shares of the 
latter's common. At prices then pre- 
vailing for these various issues “Cotton 
Belt” stockholders would be getting 
from one-half to twice the market 
price for the common and preferred, 
and from two to three times ruling 
prices, for the previous month. 


This offer was made under certain 
well-defined conditions which would 
seem to fully protect Southern Pacific 
Co. and its stockholders, no matter 
what might happen in connection with 
the proposed deal. Chief among the 
conditions is that the offerings of 
minority stock for exchange must be 
sufficient to make, with the 35% 
already owned by Southern Pacific and 
the 23% under option from the bank- 
ers, 85% of all shares outstanding. 





cific had had valuable traffic connec- 
tions—and still has—with that road for 
some years, affording a north and 
south line to St. Louis and Memphis 
gateways, particularly for its east and 
west lines in South Texas. 


The “Inside” Story 


And now, why is Southern Pacific 
going to so much trouble and expense 
to get control of a road, never a really 
strong property during all the years 
in which‘ it was the special pet of 
Edwin Gould, and in which he sold 
his interest to Rock Island? Since then, 
“Cotton Belt” never has had an abid- 
ing home. It is in a critical financial 
condition now. 

These two outstanding facts relative 
to that road—having less than 1,800 
miles of line—pave the 
way for the telling of 








not be allowed to ac- 


23% or to get control 
of St. Louis Southwest- 
ern in any way. He 
held that such control 
would not be “in the 
public interest,” that 
Southern Pacific would 
have an undue advan- 
tage Over its com- 
petitors in the St. 
Louis and Memphis 
gateways and that too 
high prices were paid 
for “Cotton Belt” 
shares. 

Under date of June 
16, last, Henry W. De- 
Forest, chairman of the 
board, on behalf of 
Southern Pacific, in- 
formed J. F. B. Mit- 
chell, chairman of a 
minority stockholders’ 


sane 
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an interesting story 
and for making refer- 
ence to interesting and 
vital points relative to 
railroad consolidation, 
both from the point of 
view of the I. C. C. 
and the Southern 
Pacific and “Cotton 
Belt.” This magazine 
is able to tell the story 
and present the fea- 
tures of the situation 
aa exclusively. 

After the final con- 
solidation plan of the 
I. C. C. for all the 
railroads of the United 
States was made public 
late in 1929 and South- 
ern Pacific officials and 
directors had had an 
opportunity to study 
and digest it, they de- 
cided that something 
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committee of St. Louis 
Southwestern that the management of 
his company had decided not to pay 
the Prices recommended by Examiner 
Sullivan for “Cotton Belt” minority 
shares, in the event that the full com- 
mission rejected his recommendations 
and approved the Southern Pacific ap- 
plication. The examiner's figures were 
$100 a share for the preferred and 
$78.92 for the common. About the 
time that his report was made public, 
€ preferred was selling in the open 
market at around $16 and the common 
in the neighborhood of $7. 


Southern Pacific Makes Its Offer 


But Mr. DeForest informed the 
minority stockholders also, through 
their chairman, that Southern Pacific 
would give three shares of its stock for 
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This would mean that the minority 
stockholders must turn in 27%. The 
other outstanding condition is that this 
must be done on or before September 
1, 1934; 

Southern Pacific's option to take 
over the 23% from the bankers ex- 
pires on July 15. Examiner Sullivan 
recommended that if the Commission 
should not approve Southern Pacific’s 
application, it should be given until 
October 15 next to find another pur- 
chaser. After that time the bankers 
would be free to make whatever dis- 
position of the stock that might be 
agreeable to them. 

This entire undertaking has various 
interesting and significant features. In 
the I. C. C. plan the “Cotton Belt” 
was allocated to Illinois Central. This 
in spite of the fact that Southern Pa- 


must be done to pro- 
test their company in the event of the 
various groups of western roads and 
systems, as recommended by the I. C. 
C., going into effect. 

It was realized that the plan did not 
give Southern Pacific a single impor- 
tant road, but only a large number of 
small lines, mostly undesirable, while 
to nearly every other big western sys- 
tem was allocated one or more impor- 
tant roads of at least medium size. For 
instance, the Missouri Pacific was to 
get International-Great Northern, Gulf 
Coast lines and Texas & Pacific. The 
Burlington was awarded the Missouri- 
Kansas-Texas, the Chicago & North- 
western, Mobile & Ohio, St. Paul, the 
Kansas City Southern, and so on. 

This meant that these roads would 
have north and south lines and an out- 


(Please turn to page 424) 
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AMERICAN GAS & ELECTRIC CO. 





A Promising Utility Equity 
for the Recovery 


Operates in Highly Developed Industrial Territory. Affiliated 
With Electric Bond & Share, and Under Excellent Management 


HE electric power and light in- 
bi dustry, generally speaking, has 
given ground but slowly during 
the period of depression which we have 
been passing through, but if we delve 
below the surface we find that results 
are not entirely uniform throughout 
the country. Probably the region most 
seriously affected by the depression is 
the so-called central industrial region 
embracing the territory west of Buffalo, 
N. Y., and Pittsburgh, Pa., north of 
the Ohio River and east of the Missis- 
sippi. Low industrial activity in the 
large manufacturing centers located in 
this area naturally causes a sharp cur- 
tailment in the amount of electricity 
consumed for industrial purposes. 
Electric power companies operating 


in this highly indus- 


By Francis C. FULLERTON 


the group operating properties in the 
industrial sections of the country 
should be considered as the more specu- 
lative of the industry. Subject to 
greater fluctuations in physical opera- 
tions the market price of the respective 
common or equity stocks is much 
more volatile and moves over a wider 
range. 


Important Industrial Territory 


American Gas & Electric Co. is one 
of the large utility systems that has 
a considerable industrial load. Al- 
though the system operates properties 
located in a widely diversified territory, 
serving over 1,300 cities, towns and 
villages in nine states, a large portion 


of the business is concentrated in the 
central industrial region of the United 
States. Of the total gross revenues the 
properties in Ohio, for instance, pro 
duce approximately 31.4%, those in 
West Virginia 23.0%, Indiana 12.3%, 
Pennsylvania 9.7%, New Jersey 9.2%, 
Virginia 6.7%, Kentucky 4.7%, Michi- 
gan 2.3%, and Tennessee 0.7%. 
Some of the more important cities 
served with electricity include Canton, 
Lima, Portsmouth, Newark, and 
Zanesville in Ohio; South Bend, Mun- 
cie, Marion, and Elkhart in Indiana; 
Roanoke, Lynchburg and Pulaski in 
Virginia; Wheeling, Huntington, and 
Charlestown in West Virginia; Ash 
land, Kentucky; Scranton, Pennsyl 
vania; and Atlantic City, New Jersey. 
The original Amer: 








trialized territory 
have of course felt 
the effects of the in- 
dustrial depression. 
Their power output 
is off more sharply 
than for the country 
as a whole and their 
earnings likewise have 
suffered more in pro- 
portion. But by the 
same token that they 
are currently more 
severely affected the 
subsequent . recovery 
when it does come 
should be more rapid. 
Recognizing the high 
degree of stability 
possessed by the elec- 


DOLLARS PER SHARE 
. fs ow ee lS OS 
a Eh Bee mE 


wn 
oc 





1925 


AMERICAN GAS and ELectric Co. 


ADJUSTED EARNING S“COMMON 


1926 = 1927 1929 = 1930 


ican Gas & Electric 
Co. was one of the 
oldest utility holding 
companies in the 
country, organized in 
1906, at which time it 
took over all the 
properties and assets 
of the Electric Co. 
of America, com: 
prising gas and 
electric plants 
throughout the United 
States. In 1922, the 
company acquired 
controlling interest in 
the Ohio Service Co. 
and shortly thereafter 
the property of that 
company was pur 
chased. The present 
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tric power and light 
industry, as a whole, 
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Electric Co. was incorporated February 
18, 1925, under the laws of New York 
as a consolidation of the original com- 
any of the same name and the 
Appalachian Securities Corp. The lat- 
ter owned a large part of the common 
stock and had a contract whereby it 
could acquire the property and assets 
of Virginia Power Co. 

Although extending over a fairly 
wide territorial expanse, the American 
Gas & Electric system enjoys the ad- 
vantages of interconnection of its prop- 
erties. Through high voltage transmis- 
sion lines the electric properties of sub- 
sidiaries in Michigan, Indiana, Ohio, 
Kentucky, West Virginia and Virginia 
are interconnected, but the sphere of 
the system is further extended through 
physical interconnections with other 
companies operating in contiguous ter- 
ritory, with the result that this super- 
power system extends also into the 
states of Illinois and Wisconsin. In- 
deed, the American Gas & Electric sys- 
tem forms one of the largest inter- 
connected electric systems in the world. 

The management of 


dition has a large investment in the 
common stock. At the end of 1930, 
Electric Bond & Share owned 603,813 
shares of the common stock of Ameri- 
can Gas & Electric or 18.85% of the 
total stock outstanding. The year pre- 
vious, Electric Bond owned only about 
16% of the stock. 


Large Common Equity in Gross 


One of the strongest points about 
American Gas & Electric Co. is the 
large amount of gross earnings that 
is carried through to the common 
stock. This is but another reflection of 
the company’s sound principles and 
conservatism. The net earnings avail- 
able for the common stock in 1930, for 
instance, were $17,112,320 which is 
equivalent to about 25% of the gross 
operating revenues of $68,600,967 for 
the system. While this is only a rough 
measure of the common’s equity in the 
gross as it disregards the so-called other 
income accruing to the system, the 
comparable ratio in most of the other 


pany expenses amounted to $1,322,033 
against $1,462,504 in 1929; interest 
and other charges $3,248,883 against 
$3,214,636; and preferred stock divi- 
dend $2,125,692 against $2,119,944. 
Balance available for the common 
stock, therefore amounted to $17,112,- 
320 in 1930 and to $18,777,665 in 
1929, equivalent respectively to $4.38 
and $4.81 per share on the basis of 
the present stock outstanding. 


The continuation of the downtrend 
in electric consumption especially, for 
industrial purposes during the first half 
of the present year is of course affect- 
ing the earnings of the system. For the 
twelve months ended March 31, 1931, 
the net available per share of common 
amounted to only $4.16. With busi- 
ness giving indications of resistance at 
present levels prior to a recovery later 
on, further recessions in earnings are 
not very likely. Rather, additional 
economies may enhance the net earn’ 
ings and with recovery again under 
way, improvement should quickly be 
reflected. This should be particularly 

so because of the high- 





American Gas & Elec- 


ly industrialized terri- 





tric Co. has earned an 
enviable reputation. In 
developing the system 
it has always done so 
from the viewpoint of 
permanency and the 
future. Capital ex- 
penditures during the 
past five years have 
averaged about $30,- 
000,000 annually and 
the various properties 
have been built up to 
a point where their 
capacity is adequate to 
handle a considerable 
increase in business. 
The management has 
been unceasing in its 


Depreciation 


Common 





Operating Revenues 


Operating Expenses 


Net from Properties 
Other Income 


Total Net Income 


Earned per Share Pfd, .......... 
Earned per Share Common 


Electric Customers 
NF—Figures not available separately. 


Three Years With American Gas & Electric Co. 


1928 
NF 


NF 
NF 
NF 
NF 
NF 


1929 


32,750,619 
4,782,062 
30,488,850 
6,584,862 
36,073,712 


Balance to Holding Company 


15,755,711 
45.73 


18,777,665 
53.14 
4.03 4.81 


570,822 614,587 
(e)—Estimated. 


$68,021,531 $68,600,967 


tory in which the sys- 
tem operates. 

The company has a 
novel dividend policy 
with respect to the 
common stock. Part 
of the dividend is in 
cash and part in stock, 
the rate for some years 
having been $1 cash 
and 4% stock annual- 
ly. This policy per- 
mits the company to 
retain for itself a con- 
siderable portion of the 
earnings to plow back 
into the properties and 
at the same time re- 
ward the stockholders 


1930 


$1,857,675 
5,897,703 
30,845,589 
8,955,930 
34,801,519 


17,112,320 

49.16 

4,38 
635,000(e) 

















efforts to increase and 
broaden the market for 
its output. To facilitate the carrying 
out of such a program the company 
has created special divisions to bring in 
new business through the greater in- 
tensification in the application of elec- 
tricity to industrial, commercial and 
domestic uses. Even in the past 18 
months of poor business the system has 
added considerably to its electric load, 
and this has constituted an important 
offsetting influence to the losses in- 
curred by the slackened demand of 
large industrial customers. 

American Gas @ Electric Co. is 
affliated with the Electric Bond @ 
Shares Co. one of the largest public 
utility management and investment 
groups in the world. The latter or- 
§anization supervises the financial as- 
pects of the former system, and in ad- 
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large utility holding companies is much 
smaller. 

Analyzing the earnings statement 
more in detail, we find that operating 
revenues of $68,600,967 were $579,- 
436 or about 0.85% above those of the 
preceding year. Through economies 
the operating expenses were reduced so 
that the net earnings from operations 
increased more than the gross earnings. 
Actual net was $36,743,292, higher by 
$1,472,380 or 4.2% than the net for 
1929. Reserves for renewals and re- 
placements (depreciation) were $5,- 
897,703 against only $4,782,062 in 
1929. Income from all sources ap- 
plicable to American Gas & Electric 
Co. after all prior charges was $23,- 
808,927 which compares with $25,- 
574,749 the year before. Holding com- 


with additional stock as 
evidence of the rein- 
vestment of their earnings. From 
time to time the company has paid ex- 
tra stock dividend on the common. On 
January 1, 1925, a special stock divi- 
dend of 4 share was paid; 2/5 of a 
share on January 3, 1927; 14 share on 
January 2, 1929; and 1/5 of a share on 
January 2, 1931. 

At recerit market price of 62, Ameri- 
can Gas & Electric common is selling 
for approximately 14/2 times the per 
share earnings, a ratio which is reason- 
ably low in view of the system’s poten- 
tialities over the longer term for growth 
particularly when business recovery is 
again under way. In 1930, the stock 
sold as high as 157 equivalent to about 
131 on the basis of the present stock 
after allowing for the special 20% divi- 
dend in January of this year. 
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How to Recoup on Issues Which 
Represent Large Losses 


Presenting a Group of Low Priced 
Shares Which Have Prospects of 
Substantial Price Appreciation 











at the present time who issues in this class a reasonably 


are either holding stocks ilies a ie large block may be obtained 


of the ex-blue-chip class quoted American International see ee 
at prices greatly under those iitees miata ‘mn 7" 
at which they were bought, or saiiiiaiee jan ae 
who have recently sustained Int'l Nickel Co. of Canada 2 868.8 
large actual losses in the sale i eels’ Gs. 
of such issues. To these “How Stentpacneet teed 
to recoup” is a vital question Wider’ Setien: Bower 
and the following program has erate a tripled in value, making them 
been prepared as a logical an- eminently suitable mediums 
swer to it. for the purpose of recouping 
Of course, in some cases it past losses. 
will be good policy to continue That the stocks suggested 
to hold the depreciated securities. This will be so in those are speculative in character should be fully realized for 
instances where the company faces reasonably bright pros- after all it is not reasonable to suppose that an extraordi: 
pects even should improvement appear somewhat distant. nary profit can be made without there being a considerable 
In other cases, however, the once high-priced security will | degree of risk involved. Nevertheless, it is contended that 
be found to have but the remotest chance of ever regaining _ the critical position of many investors demands heroic meas 
its seat among the mighty and, if this be true, it should _—_ures if their previous status is to be re-attained and with 
be sold without hesitation and regardless of price. The this end in view it is felt that the risk is justified, particu 
current market strength, moreover, provides an excellent larly as it may be minimized by spreading one’s buying 
opportunity for doing this. In connection with the disposal | throughout the list. In fact, it is believed that certainly 
of depreciated stocks it should be pointed out that there isno not less than four of the stocks suggested should be bought 
obstinacy more costly than that of an investor who refuses in any case because in this way an error of judgment in 
to take a loss. It causes him to hang on for years while regard to a single issue may easily be more than offset by 
the investment sinks lower and lower and with the out- _ profits in the others. 
look becoming darker and darker and still he refuses to One more factor must be taken into consideration. It 
acknowledge that his original judgment was at fault. Such is the time element—vital to successful speculation. We 
a man might have purchased American Woolen just after | are now enjoying the vigorous rally following President 
the World War and would still be holding it to this day, | Hoover's proposal that a moratorium be declared on in 
having seen his capital shrink and his income gradually ternational debt payments and, without for one moment 
whittled away until it ceased altogether. This is bad enough, questioning the very constructive character of this develop: 
but his greatest loss would lie in his having missed ment, it is not entirely impossible that the rise in securities 
entirely all the immense profits of the “Coolidge” bull — will be overdone in the first burst of enthusiasm.: In any 
market. event some setback may be expected and its severity will 
Perhaps the best test of whether or not any particular naturally depend upon the duration and extent of the 
holding should be liquidated is to forget for a moment one’s _ present rally. A logical time for this to occur would 
very real interest and ask oneself “Am I willing to buy at —_as the company reports, covering operations during the first 
the current price?” If the answer is in the negative half of the year, begin to be made public, for a number of 
then the security in question should be sold out-of- these undoubtedly will be exceedingly poor. The decline, 
hand. however, should afford an excellent opportunity for 
It is logical to assume that those whose capital has shrunk “recouping” operations and it is felt that a diversified selec 
considerably will be either unable or unwilling to risk fur- _ tion of the following stocks bought at such an advantageous 
ther large sums of money and for this reason our plan time and held for a reasonably long period should return 
contemplates the purchase of stocks selling in the lower handsome profits. 


394 THE MAGAZINE OF WALL STREET 


Pret are many people price brackets. By purchasing 


without a tremendous capital 
outlay and it has been particu. 
larly noticed in the market 
rallies of the past eighteen 
months that it has been the 
low priced stocks which have 
most frequently doubled or 























P. Lorillard Co. 
i P. Lorillard Co. is the fourth largest of our do- 


mestic tobacco companies and is famed throughout 
the country as the producer of “Old Golds.” It also 
manufactures various plug and smoking tobaccos, Turkish 
cigarettes and medium-priced cigars, but if precedent means 
anything it is in the nationally-ad- 
vertised, popular-priced cigarette 
that its future prosperity mainly 
lies. Prior to the introduction of 
the “Old Gold” in 1926, Loril- 
lard’s earnings had been declining 
steadily and it was imperative that 
something be done. The manage- 
ment decided upon a cigarette, the 
decision being a landmark in the 
» | company’s history only exceeded in 
oti Low importance by its “birth” which 
oA gst occurred with the dissolution of the 
' American Tobacco Co. in 1911. 
For some time the success or fail- 
ure of the experiment was in doubt—the expense was ter- 
rific and far surpassed the revenue obtained. This is evi- 
dent from the steady decline in net income from $2.58 a 
share in 1926 to $0.29 a share in 1929. The year 1930, 
however, appears to have marked the turning point for 
earnings jumped to $1.47 a common share and there have 
been unofficial statements to the effect that this was the first 
year that “Old Golds” had even approximately paid their 
way. 
The latest development in the cigarette field has been an 
increase of 45 cents a thousand in the wholesale price and 
this ought to make a very material difference to Lorillard’s 
profits although the extent of its effect upon the common 
stock cannot be gauged because the company is not un- 
likely to put the greater part of the gain into increased 
advertising with a view to still further establishing “Old 
Golds” in popular esteem. 

The company’s financial position at the close of 1930 
was a strong one. Current assets totaled nearly $74,000,- 
000, including cash alone of almost $17,000,000, whereas 
current liabilities amounted to no more than $1,474,000. 
At the present time P. Lorillard Co. is engaged in a con- 
troversy with a group of minority stockholders concerning 
a bonus plan, a final decision not being expected before the 
end of the year. It is not believed, however, that the out- 
come—whatever it may be—will materially affect the future 
of the company, the stock of which at current prices of 
about $20 a share affords an interesting speculation in an 
ey which has already clearly demonstrated its possi- 
ilities, 
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International Nickel Co. of Canada, Ltd. 


N the common stock of the International Nickel Co. of 
Canada, Ltd., one may obtain an interest in a virtual 
monopoly, for the company controls over 90% of the 

world’s nickel supply. Its ore reserves are vast and there 
has recently been completed the greater part of an im- 
portant expansion program, in the course of which a great 
deal of development work was done, new mills built and 
power sources added. At the present time International 
Nickel was never in a better position to take advantage 
of business improvement or the demand engendered by 
the discovery of fresh uses for the metal. Incidentally in 
regard to widening the demand for nickel, it may be 
pointed out that the company over the past twelve years 
or more has done everything in its power to further this 
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end. Large sums of money have been, and are stiff being, 
spent for the research which has already contributed very 
materially to the company’s well-being by the development 
of new uses for nickel and nickel alloys. Efforts are also 
being made to discover new uses for platinum and other 
rare metals which are produced in important quantities in 
conjunction with the output of nickel. 

Despite the fact that the Inter- 
national Nickel Co. of Canada en- 
joys a near monopoly, the present 
world-wide depression has not 
been without its effects. In the 
first place, although the company 
can control the price of nickel, it 
cannot control the demand and 
this has fallen off very materially, 
principally due to the slackened 
demand for nickel-steel alloys by 
the automobile and other indus- 
tries. In the second place large 
quantities of copper and other 
metals are produced of necessity 
and here the company has been unable to prevent a drastic 
price decline with its inevitable effect upon earning power. 

For the year 1930, International Nickel reported earn- 
ings equivalent to 67 cents a share based on 14,584,025 
shares of common stock, a decline from the previous year 
which made it necessary to cut the dividend from $1 to 
60 cents a share annually. For the first three months of 
the current year only 8 cents per share was reported, but 
it is believed that the company has now seen the worst. 
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Stone & Webster, Inc. 


TONE & WEBSTER, INC., is often referred to as 
an investment trust, but this is something of a mis- 
nomer. True, the company possesses very extensive 

investments but it also engages in a number of other activi- 

ties which are obviously outside the field of an investment 

trust in the strictest sense of the word. For example, 

Stone & Webster Engineering Corp., one of the divisions 

of Stone & Webster, Inc., is engaged in all kinds of con- 

struction work throughout the world, some of the possible 

business, however, being referred to Ulen & Co.—an affiliate 

of American International Corp.— 

in which a substantial interest is 

also held. Then there is the divi- 

sion known as Stone & Webster 

and Blodget, Inc., engaged in the 

underwriting and distribution of 

securities. Other subsidiaries of 

Stone & Webster, Inc., are oc- 

cupied with promotional and de- 

velopment work and frequently 

make temporary and permanent 

investments in order to further 

their objects. Engineers Public 

Service Co., a public utility hold- 

ing company, is more than 90% 

controlled. This company through its subsidiaries operates 

properties in widely different parts of the country and 
serves a total area of well over 100,000 square miles. 

Stone & Webster, Inc., reported earnings for the twelve 

months ended March 31, 1931, equal to $3.17 a common 

share, not including losses on securities sold. This com- 

pares with $3.41 a share for the year 1930, figured on the 

same basis. Including losses and profits on the sale of 

securities the results were $3.07 and $3.82 a share respec- 

tively. While earnings at the present time are barely 
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sufficient to cover annual dividend disbursements of $3 a 
share, the company operates in a number of very profitable 
fields and can hardly fail to reflect handsomely any change 
for the better in general conditions. In fact it is believed 
that should general business improve the gain shown by 
the company may be startling, for all kinds of organization 
changes have been put into effect with a view to achieving 
greater economy. 
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Niagara Hudson Power Corp. 
ike Niagara Hudson Power Corp.'s system, stretching 





over the whole of the northern part of New York 

State, is the greatest producer of electrical energy in 
the world. It controls the generation of electricity on the 
American side of Niagara Falls, in addition to other very 
important, developed and undeveloped, sources of water 
power. The company also operates a number of steam 
plants, the largest of which is the Huntley station near 
Buffalo. This plant had an installed capacity of 308,000 
horsepower, but has been more than doubled by additions 
completed within the last few days. 

Niagara Hudson Power serves about 645,000 customers 
with electricity and about 245,000 with gas. Incidentally 
the company is even now surveying the system with a view 

to ascertaining the possibilities of 
using natural gas. Every center of 
population served by the company 
is interconnected with every other 
center by transmission lines which 
it owns, so that there is never a 
lack of service should an extraordi- 
narily high peak load unexpectedly 
develop. At the present time 
speculative interest in Niagara 
Hudson Power surges around 
merger possibilities between this 
company and the Consolidated 
Gas Co. of New York. Trans- 
mission lines joining the two sys- 
tems are now in the course of construction and it 1s ex- 
pected that the project will be completed before the end 
of the year. Inasmuch as the demand for electrical power 
in New York City is peculiar, the peak load being for 
three or four hours a day during the month of December 
so that the equipment used for this extra output lies idle 
during the greater part of the year, the interconnection will 
afford a valuable saving in the elimination of such a situa- 
tion. It will also work the other way and Consolidated 
Gas may be expected to send power North during times 
of low water. 

Niagara Hudson Power Corp. earned the equivalent of 
60 cents a share on its common stock in 1930 against 61 
cents a share for the previous year. For the first quarter 
of the present year earnings were equal to 14 cents a share, 
compared with 18 cents for the corresponding period of 
1930. The present dividend rate is 40 cents a share 
annually. 
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Montgomery Ward & Co., Inc. 
AY Beteeey the remarkable rise in market price 





which the shares of Montgomery Ward experienced 
in the “bull” market which culminated in 1929, the 
drastic decline in price since that time has been almost as 
spectacular. From a high of slightly more than 156 
reached in 1928 and again in 1929 the stock slumped down 
to a low in 1930 of 154 and is currently only moderately 
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higher at about 21. The company has been seriously 
affected by the business depression, yet the stock possesses 
attractive possibilities when economic conditions again ap. 
proach normal and earning power is re-established. 

Montgomery Ward is the second largest factor in the 
mail order business but to meet 
growing competition the company 
embarked on an ambitious expan- 
sion program into the retail mer- i 
chandising field in 1927. At the a 
present time it operates 540 retail 
chain stores in the country’s stra- 
tegic marketing centers, mail order 
distributing plants in 9 key cities, | 
16 department stores in cities of 
75,000 or more population,, and 
many warehouses. In 1930 retail 
sales surpassed mail order sales for 
the first time, the former constitut- 
ing about 54.4% of the total. 
Ward’s rapid expansion into the retail field in the three 
years prior to 1929 did no doubt entail the company in 
more than ordinary readjustment during the. period of de- 
pression which we have been passing through, but once 
the readjustment is accomplished, the company should be 
in an excellent position to recover. 

Net sales of the company in 1930 amounted to $246, 
097,223 against $267,325,503 in 1929, the peak year for 
the concern. Due to severe price reductions and inventory 
write-offs net profits practically vanished, being only $423, 
211 as against $13,434,935 for 1929. Earnings on the 
common stock last year were nil after provision for the 
Class “A” stock, while in 1929 they were $2.60 per share. 
Total sales for the first five months of 1931 were approxi- 
mately the same in tonnage as in the same period of 1930, 
but dollar volume was 16.6% lower because of lower prices. 
While the company has not yet adjusted itself to a profit: 
able basis, it is rapidly doing so and when conditions sta’ 
bilize will no doubt earn a fair margin of profit. The com 
pany has maintained the exceptionally strong financial posi: 
tion shown at the end of 1930 when net working capital 
exceeded $102,000,000 and ratio of current assets to cur’ 
rent liabilities was better than 14 to 1. 
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American International Corp. 
W iene the stock market again enters the period of 


long sustained recovery in the course of its cyclical 


gyrations, a group of stocks which should advance 
at a more rapid rate than the market as a whole is the 
investment trust group of stocks. 


This is so because the effect 

of a rise in the stock market 

is magnified in the investment 

trusts whose style of capitalization 

is frequently such that the com: 

mon stock represents only a part 

of the total, being preceded by 

preferred stock and by bonds. As 

the value of the portfolio increases, 

due to the advance in the stock 

market, the increase will accrue al’ 

most entirely to the investment 

trust common stock, as the liqui 

dating value of the bonds and pre’ 

ferred stock ahead of it in the capitalization remain the 
same. 

One of the more desirable of the investment trust group 

is American International Corp. common stock, a conserva’ 
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tive trust of the management type. At 
the beginning of 1931 the company’s 
assets were distributed 10.45% in cash, 
15% call loans, 12.02% domestic 
bonds, 0.45% foreign bonds, 6.66% 
preferred stock, 49.53% common stock, 
and the balance of 5.89% comprising 
accounts receivable, investment in 
wholly-owned unit, etc. Investments 
are well diversified among industrials, 
utilities, rails, and banking institutions. 
The common stock investments were 
made up of 16.29% industrial, 8.15% 
railroad, 0.17% oils, 7.08% utilities, 
15.3% bank, 2.21% investment, 
finance, and insurance, and 0.33% for- 
eign. 

The income of the company is de- 
rived from interest and dividends on 
investment which in 1930 amounted to 
$2,440,121, and when the market is 
favorable from profits realize on the 
sale of holdings and from syndicate 
participations. From past profits on 
sale of holdings the company has set 
up a special reserve to which it charges 
losses in adverse periods. In 1930, $3,- 
112,888 was credited to earnings from 
investment profits realized, while a loss 
of $5,976,306 was charged to reserve. 
Total income was $5,570,969. After 
deducting operating expenses of $443,- 
059, debenture and other interest of 
$1,397,774, and taxes of $400,000 
there remained net income of $3,330,- 
136. Profits of the company vary 
widely from year to year depending 
a conditions in the securities mar- 
ets. 

Net assets at December 31, 1931, 
market prices were equivalent to 
$19.94 per share on the common stock, 
and at current market levels is prob- 
ably only slightly below this figure. 
This compares with the present price 
for the common of 15. Since 1927 
until recently the stock carried $2.00 
dividend but this was deferred because 
of a slight deficiency under indenture 
requirements of the bonds of the com- 
pany. With recovery in securities 
markets, early dividend resumption may 
be expected. 


Bendix Aviation Corp. 
Te common stock of Bendix Avi- 





ation Corp. cannot be considered 

as other than a speculation, but 
one which nevertheless possesses at- 
tractive possibilities for price apprecia- 
tion during a period of business 
recovery. The name is somewhat of a 
misnomer as the company is essentially 
an accessory and parts manufacturer, 
not alone for the aviation industry but 
to a much greater extent the automo- 
bile industry. Bendix Aviation prob- 
ably is the largest single factor manu- 

(Please turn to page 419) 
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Preferred Stock Guide 


NOTE: The following preferred stocks are listed solely in accord- 
ance with the current yield on each. The sequence of Guide, therefore, 
does not indicate a preference for one issue over any of the others. 
Readers should observe a proper diversification of commitments in mak- 
ing their selections from this list. 


Railroads 


Div. Rate —LEarned $ perShare—, Redeem- Recent Yield 
$per Share 1928 1929 1930 able Price 

Norfolk & Western 4 (N) 133.73 182.20 138.50 

Union Pacific 4 (N) 46.32 49.48 41,30 

Atchison, Top, & 8. Fe 6 (N) 40.21 49.18 30.08 

Baltimore & Ohio 4 (N) 49.44 48.87 36.46 

N. Y¥., New Haven & Hart.... 7 (C) 84.40 45.47 30.50 

Chicago & Northwestern 53.84 69.65 37.25 


Public Utilities 


Amer, Lt. & Traction 1% (C) 17.20 21.38 
Public Service of New Jersey.. 8 (C) §20.92 19.04 
Pacific Gas & Elec. Ist 4.24 4.57 
So. California Edison ‘‘B’’.... 1% (C) 8.28 

North American Co (C) 40.22 
Philadelphia Co. (C) 20.68 

North Amer, Edison (C) 63.15 

Elec. Bond & Share (C) 18.43 

Buffalo, Niagara & Eastern Pr. 1.6 (C) 4.52 
Columbia Gas & Electric ‘‘A’’. 6 (C) 30.78 

United Corp. 83 (C) 

American Water Works & El. 6 (C) 

National Pr. & Lt 6 (C) 

United Light & Power Conv.. 6 (C) 

Standard Gas & Electric 4 (C) 

Engineers Publ, Serv. (w.w.) 54% (C) 

Electric Power & Light (C) 

Federal Light & Traction (C) 

Hudson & Man. R. R. Conv... (N) 


Industrials 


Procter & Gamble (2nd) (C) 185.59 151.75 > 115 110 
du Pont (E, I.) de Nemours 

(C) 69.06 78.54 . 125 122 
Hershey Conv. (C) 16.25 21.36 x No 101 
Allied Chem. & Dye 68.63 76.88 : 120 124 
Stand. Brands, Inc., Cum, A.. (C) 123.40 129,41 ’ 120 123 
Diamond Match (C) eales ana cass No 26 
International Nickel (C) 139.12 80.45 i 120(a) 118 
Brown Shoe (C) 85.27 44,11 . 120 118 
Amer, Smelting & Refining.... (C) 87.17 43.66 No 118 
General Cigar (C) 62.81 85.92 No 115 
Mathieson Alkali Works (C) 84.50 93.91 No 114 
Curtis Publishing (C) 21.48 23.93 120 113 
General Mills (C) 18.70 18.86 5 115 97 
Aluminum Co. of Amer (C) 14.04 17,19 J 110 96 
Commerc. Investm. Trust Ist.. 64% (C) 45.50 81.92 R 110 102 

(C) 39.34 48.34 A 120 104 
Case (J. I.) Thresh. Mach.... (C) $2.59 35.06 le No 105 
Bethlehem Steel Corp (C) 19.16 42.24 2 No 111 
American Sugar (C) 14.60 15.40 4 No 104 
BG Te OB inns oi ssiescivve te 1.40 (C) 5.90 9.64 t No 20 
Bush Terminal Buildings (C) t + 120 98 
Crown Cork & Seal (C) 7.90 6.36 7.84 45 30 


C—Oumulative. N—Non-cumulative. § Earned on all pfd. stocks. + Guaranteed 
unconditionally by Bush Terminal Co. + Regular rate, $4. (a) After Feb. 1, 1934, 


























Maintains Sales Volume 
Despite Depression 


Expansion Policies Continue in Force 


and Lowered Profits Appear Temporary 


By Epwarp T. Gates 
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\\) al! this 
talk 
about business 
depression?” a 
stout matron was 
heard to murmur 
as she pushed her 
way through 
dense masses of 
shoppers in a 
main aisle at 
Macy’s, whose 
New York estab- 
lishment at 
Broadway and 
34th Street is 


roy 


no we SF Nm Os OD CO 


EARNINGS- MILLIONS OF DOLLARS 





o- 


92k 1922 


ComMON EARNINGS and DivIDENDS 


1923 1924 1925 1926 1927 1928 1929 


1930 


the last ten years 
there is solid 
ground for as 
suming that the 
trend of sales will 
continue upward, 
not only because 
of the claim of 
the store that it 
undersells com- 
petitors by means 
of the savings in 
overhead _ result 
ing from rapid 
turnover on an 
exclusively cash 


basis but because 
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geared up to han- 
dle a merchan- 
dising turnover of $150,000,000 a year. 

The lady’s observation may or may 
not be of economic significance but cer- 
tainly represents a reaction that almost 
anyone would get upon stepping into 
this store. Visual evidence of hard 
times is lacking. Business appears to 
be humming and with R. H. Macy & 
Co. all of it is on a cash basis. Count- 
less thousands of housewives appar- 
ently accept the dictum that “It's 
Smart To Be Thrifty.” 

There are, of course, many forms of 
thrift. This article is concerned not 
with the thrift of the customer but 
with that of the store. The slogan 
designed to appeal to the masses aptly 
fits the enterprise itself. How can the 
thrift of an energetic management bet- 
ter express itself than in a steadily 
mounting volume of sales, a steady in- 
crease in operating efficiency and a 
record of profits which has stood up 
relatively well through the most violent 
economic readjustm2nt the world has 
ever experienced? 

The composite record is one which 
has meant rich rewards to those in- 
vestars who have held Macy stock 
through recent years of expansion and: 
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is necessarily of interest to potential 
buyers when bear market prices are 
available. 


Record of Sales Expansion 


The stream of merchandise pouring 
out of the Macy store has mounted 
from slightly less than $36,000,000 in 
1919, the first year of operation of the 
present corporation, to almost $100,- 
000,000 annually at present. The total 
for the fiscal year ended January 31, 
1931, was $99,130,598, as compared 
with $98,688,487 in the preceding 
fiscal year. In interpreting these figure 
of dollar sales it is obviously necessary 
to bear in mind that commodity prices 
have suffered a wide decline. A slightly 
larger dollar volume of sales this year 
than last means a very substantial gain 
in physical volume of merchandising. 

Including the three affiliated Macy 
stores, L. Bamberger & Co., of New- 
ark, N. J.; Lasalle & Koch, of Toledo, 
Ohio; and the Davison-Paxon Com- 
pany, of Atlanta, Ga., sales volume for 
the last fiscal year was $147,769,497, a 
decline of $2,498,210 but representing 
a gain in volume of goods sold. On 


of an_ intensive 


_program of developing sales through 


aggressive advertising. 

Macy has not only withstood the 
depression but this very period finds it 
completing preparation to garner a bet: 
ter proportion of profits out of the 
larger volume anticipated in future 
years of normal trade. New construc: 
tion, now virtually complete, has added 
25% to the floor space of the main 
store, providing facilities, together with 
enlarged warehouses and suburban de- 
livery stations, for handling a sales vol- 
ume of at least $150,000,000 a year. 
The cost of this enlargement has been 
met out of current earnings, with the 
result that capital investments during 
the next few years probably will be 
relatively small. Such a policy would 
leave a larger part of earnings avail: 
able for the stock and may well result 
ultimately in a raising of the present 
unusually conservative dividend dis 
tribution. 

From the organization of the present 
company through 1925 earnings were 
relatively stable, averaging _ slightly 
more than $3,000,000 a year after con’ 
servative charge-offs. Net income in 
creased to $4,163,315 in 1926, to $5, 
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143,937 in 1927, to $5,831,917 in 
1928, to $7,566,194 in 1929; and to 
the record high of $9,051,840 for the 
fscal year ended January 31, 1930. 
This high level was due in part to 
Macy's acquisition of the Bamberger 
store in 1929. This merchandising 
landmark, whose name is a household 
word in New Jersey, has been lifted to 
national prominence by the excellence 
and good taste of its pioneer radio sta- 
tion, WOR. Few advertising slogans 
have carried more good will on the air 
than Bamberger’s simple broadcast 
signature of “One of America’s Great 
Stores.” 

In comparison with the record- 
breaking Macy earnings of $9,051,840, 
amounting to $6.70 per share on 
1,304,010 shares of stock then out- 
standing, earnings reported January 31 
for the last fiscal year were only $6,- 
510,983, or $4.81 per share on 1,354,- 
931 shares now outstanding. Considera- 
tion of the factors back of this decline 
is necessarily important in any effort to 
appraise the company’s future outlook. 

To begin with, this showing is un- 
questionably good, since it covers a 
year of abnormal business depres- 
sion during which a sharp and virtual- 
ly continuous decline in commodity 
prices imposed a special problem upon 
merchants. It could have been made 
possible only by skill 
ful buying and fast 
turnover of inventories. 
It seems clear that 
similarly efficient mer- 
chandising on a more 
stable level of com- 
modity prices would 
automatically result in a 
substantial gain in prof- 
its. 

In addition, some spe- 
cial factors contributed 
to the decline. While 
the Davison-Paxon store 
at Atlanta has not been 
importantly affected by 
depression, Lasalle & 
Koch at Toledo operates 
in a territory suffering 
acutely from industrial 
depression. More im- 
portant, the net profits 
of Bamberger were only 
$256,034, as compared 
with $1,502,821 in the 
previous fiscal year, a 
shrinkage of $1,246,786. 
This decline was due 
only in part to depres- 
sion. Its chief cause is 
the drastic reorganiza- 
tion of personnel and 
methods through which 
the store has been going 
under the Macy man- 
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agement. This readjustment was 
undertaken after trying an experi- 
ment of six months with Bamberger’s 
operating on its old basis. 

It involved unusual mark downs in 
prices of merchandise on hand to make 
the store’s inventory conform to the 
views of the new management. Other 
internal readjustments also were made 
with an eye to future economies in 
joint operation of the store with R. H. 
Macy & Co. The institution of new 
methods, which are already effecting 
savings in buying and management, 
was costly. Such costs, it has been 
pointed out by Herbert N. Straus, 
president of Bamberger’s, are non-re- 
curring, whereas the resultant savings 
should continue to show themselves 
with increasing effectiveness. 


Prospect of Future Growth 


While it may not be possible in 
Newark, Toledo and Atlanta to dupli- 
cate precisely the results obtained by 
the main store in New York, it is 
probable that the Macy ‘management 
in future will achieve at least consider- 
able progress in all three cities in ex- 
panding sales and profits. As has been 
previously pointed out, existing facili- 


ties in New York are capable of han- © 


dling a 50% increase in sales. More- 





Etching by D. Dougtas, Courtesy Jenkins Bros. 
“One of America’s Great Stores’ 


over, since the policy in recent years 
has been obviously one of aggressive 
expansion in operations, it would not 
be surprising if Macy eventually pene- 
trated other fields. It need hardly be 
said that from the point of view of the 
investor the distinction between a static 
enterprise and a growing one is of vital 
importance. There is considerable evi- 
dence to support the view that Macy 
has by no means attained its maximum 
profit possibilities as yet. 

The company’s financial position, as 
indicated by holdings of cash and the 
ratio of current assets to current lia- 
bilities, is not quite up to its usual 
standard. This is due both to the re- 
duced profits of the last year and, more 
importantly, to the policy of meeting 
the very substantial costs of new con- 
struction out of earnings. This expense 
is to a substantial extent a non-recur- 
ring one. The temporary reduction of 
financial strength does not appear to 
be important, since it leaves current 
assets 2.6 times current liabilities. In 
connection with this question, it is 
worth noting that the entire capitaliza- 
tion, with the exception of a negligible 
real estate mortgage and the preferred 
stock of Bamberger’s consists of 1,354,- 
931 capital shares, as increased 
periodically by 5 per cent stock divi- 
dends in 1927, 1928 and 1929. 

The original issue of 
common stock consisted 
of 350,000 shares. A 
stock dividend of 100 
per cent was distributed 
in 1922. In 1928 new 
stock was issued at $10 
a share in the ratio of 
two new shares for each 
one held. In view of 
the very small percen- 
tage of the subscription 
price to market value, 
this offering was equiva- 
lent to a 3-for-1 split- 
up. In 1929 stockholders 
were given the right to 
subscribe to new stock at 
$145 a share in the ratio 
of one new share for 
each fifteen shares held. 

The conservatism of 
the Macy policy of 
ploughing back earnings 
into the business is strik- 
ingly shown by the fact 
that out of the total 
earnings of $25,711,562 
in the five years 1925 
to 1929 cash dividends 
paid amounted only to 
$5,706,205. For stock- 
holders, however, there 
was ample compensation 

(Please turn to 
page 418) 
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New Savings Rate Aids Bonds 


Interest rates on savings bank de- 
posits are being slashed and barely a 
day passes without reports of some 


fresh reduction emanating from 
Albany, San Francisco, New Orleans 
or some other part of the country. A 
number of big mutual banks in New 
York City recently announced the 
second cut in less than a year, bring- 
ing their rates, effective July 1, to 
342% against 4% previously. Others 
will undoubtedly follow this lead. 
Now over the past year or so as busi- 
ness steadily got worse and fixed in- 
come obligations for the most part 
became steadily more insecure the 
country received a clear demonstration 
of the truth in the old saying that “you 
can lead a horse to water but you can- 
not make him drink.” Despite the 
monetary ease people refused to invest 
in bonds except those of the absolute- 
ly gilt-edged class. Money flowed in 
a steady stream to the savings banks 
and there is every reason to suppose 
that it would have flowed in exactly 
the same way had the interest paid 
been half or less than the amount 
actually disbursed. The country 
wanted safety and was willing to pay 
for it just as they were willing to pay 
for speculative possibilities in 1928 and 
1929. Safety, however, is now being 
overdone and every new reduction in 
the yield of present day favorite in- 
vestment mediums adds just that much 
more pressure on the channels leading 
to long-term, not-absolutely-gilt-edged 
obligations. Eventually of course the 
pressure will burst through the barrier 
of timidity—and the move may be 
sooner than we think—to the great 
benefit of those who have been far- 
sighted enough to prepare for it by 
buying some of the reasonably secure 
second grade bonds. 
* * & 


Cigarette Prices 


While an increase in the price of the 
popular-priced cigarette was predicted 
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and its significance discussed in a re- 
cent issue, now that such a develop- 
ment has actually occurred it appears 
worthwhile to cover some of the 
ground again in the light of actual 
figures. The “Big Four”: the Ameri- 
can Tobacco Co., Reynolds Tobacco 
Co., Liggett & Myers Tobacco Co., 
and the P. Lorillard Co. have all 
raised the wholesale price of cigarettes 
45 cents a thousand which, subject to 
the usual discounts, will afford an in- 
crease in net revenue of about 40 cents 
a thousand. The four companies 
between them, including exports, will 
probably produce this year about 120 
billion cigarettes, of which by far the 
greater proportion will be of the 
brands affected by the new increase— 
say around 112 billion, which would 
mean about $45,000,000 additional 
revenue annually. This will be halved 
in order to arrive at the results for the 
present year. Estimating the produc- 
tion of the various companies and as- 
suming that the increase is maintained, 
The American Tobacco Co. may be 
expected to earn about $8,000,000 
more than last year, Reynolds about 
$7,000,000 more, Liggett some $4,500,- 
000 more and Lorillard about $3,000,- 
000 more. Therefore, translated into 
per share earnings one might expect 
some such result as $10.30, $4.00, 
$8.60 and about $2.90 respectively to 
be shown by the different companies 
for the current year. 


* * * 


A Profit Sharing Preferred 


Through the purchase of the conver- 
tible preferred stock of the Grand 
Union Co. one may obtain a_ high, 
fairly well-protected yield in addition 
to attractive possibilities of price ap- 
preciation. The company operates a 
chain of over 700 grocery stores and 
some 150 meat markets located by and 
large in the northeastern portion of 
the United States. Earnings for the 
year 1930 amounted to $6.62 per share 
of preferred compared with $6.25 for 
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the previous twelve months, while for 
the first quarter of 1931, $1.50 was 
shown against $1.44 in the correspond- 
ing period of 1930. Like nearly every 
other business in this field, dollar sales 
of the Grand Union Co. during the 
present year have registered small de- 
clines compared with those of 1930, the 
adverse showing, however, being en: 
tirely reversed if considered on a ton- 
nage basis. 

The present outstanding capitaliza- 
tion of the company consists of 271, 
373 shares of common stock, and 166, 
718 shares of $3 convertible preferred. 
There is no funded debt. The senior 
stock is redeemable at $60 a share and 
is convertible at any time before re- 
demption into 1 shares of common. 
On the present price of $42 a share 
the preferred affords a yield of over 
7%, which is made doubly attractive 


_by the margin of earnings over divi- 


dend requirements and by reason of 
the fact that the company has already 
made progress such as would warrant 
the expectation of the convertible 
feature being valuable within a year or 


two. 
* * * 


A “Movie”? Money-Maker 


A lot has been heard recently of the 
declining prosperity in the motion pic 
ture industry. Talk, which has been 
partly substantiated by the Fox debacle, 
the enthusiastic advocation of economy 
programs, Paramount’s decline in 
earnings and Warner Brothers’ greater 
decline. Loew's, however, appears to 
be weathering the storm very well. 
Here is a company which goes placidly 
on its way, never attempting spectacu- 
lar feats of expansion and always 
keeping on hand large reserves either 
in cash or unmortgaged physical as 
sets in case of adversity. For the fiscal 
year which ends August 31, Loew’s is 
expected to report net income after all 
charges and preferred dividends equal 
to something over $7 per share of 
common stock which would compare 
with actual earnings of $9.90 for the 
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The Stockholder 





and Income 


previous fiscal year. Should the ex- 
pected showing be substantiated, 
Loew’s currently selling at $46 is un- 
doubtedly a cheap issue and far out of 
line in comparison with the stocks of 
so many other companies which are 
reckoning their current earnings in 
pennies per share. 


* * & 


Mid-Summer Sale—Investment 
Trusts 


The stigma attaching to management 
investment trusts following their un- 
fortunate experience in the stock mar- 
ket debacle of 1929/1931 has not yet 
been entirely dissipated, thereby giving 
investors who are able to forget the 
past a unique opportunity. For ex- 
ample, Lehman Corp. reporting for the 
fiscal year ended June 30 shows a break 
up value for its common of over $74 
ashare. As the company has on hand 
cash or its equivalent of more than 
$11,000,000 the purchase of Lehman 
Corp. common at present levels of $56 
a share means that one is obtaining an 
interest in a representative list of the 
country’s bonds, preferred and com- 
mon stocks, at a discount of more than 
30% under the actual market ap- 
praisal. Moreover, the management is 
doing everything in its power to benefit 
from the curious situation. The com- 
pany recently retired 126,000 shares of 
its own stock which it had previously 
bought in the open market, thereby ma- 
terially increasing the equity for the 
remaining shares. 


* * * 


New Terms for Socony-Vacuum 
Merger 


The long delay caused by the 
Government's objection to the Stand- 
ard Oil Co. of New York-Vacuum 
Oil Co. merger has necessitated a 
change of plan. Under the original 
agreement the merger was to be con- 
summated on the basis that a new com- 
pany would be formed, which would 
Issue its securities for the securities of 
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the two companies concerned—three 
shares for each share of Vacuum, while 
in the case of the Standard Oil Co. of 
New York the exchange would take 
place share for share. In the mean- 
time, however, there has been the de- 
pression, generally declining security 
markets and more than usually vicious 
competition in the oil industry, all of 
which have reacted upon both com- 
panies, although Vacuum appears to 
have been hit somewhat harder than 
the other. To compensate for this the 
merger terms have been altered and 
now call for Vacuum stockholders 
obtaining but 2% shares in the new 
company instead of three. The stock 
of the new company is now being 
dealt in upon a when-issued basis and 
is currently quoted around $18 a share, 
which represents a market value for 
the merger well over the half-billion 
dollar-mark. The consolidation is ex- 
pected to result in very substantial 
savings for both companies, which ulti- 
mately ought to react to the benefit of 
common stockholders, although it must 
be admitted that the outlook for the 
industry at the present time is just 
about as dark as it has ever been. 


* * & 


A Profitable Enterprise 


The Bohn Aluminum & Brass Corp. 
is engaged in the manufacture of 
aluminum and brass castings, bearings, 
special pistons and allied products, 
about 45% of its revenue being de- 
rived from the automobile industry. 
The company during the present de- 
pression has made much progress in 
counteracting the decreased volume of 
its business by manufacturing econo- 
mies, reduction in overhead and ex- 
pansion into other fields of activity. 
Last year, it succeeded in making a 
profit in every quarter, although final 
per share earnings of $2.06 were con- 
siderably under the $7.43 shown in the 
previous year. For the first quarter 
of 1931, $1.24 per common share was 
reported comparing with $1.12 in the 











first three months of 1930. The 
second quarter of the present year is 
estimated to show results about the 
same as were reported in the previous 
three months and, should this be sub- 
stantiated, it is apparent that the stock 
at $34 a share, earning an ample mar- 
gin over dividend requirements of 
$1.50, cannot be considered over- 
priced. In fact, if anything the re- 
verse appears to be true and it would 
seem that small commitments bought 
on a scale down from here have every 
chance of turning out profitable 
speculations. 
oe. 


A Narrow Squeak for Radio Corp. 


Holders of stock in Radio Corp. of 
America have undoubtedly been 
vividly interested in the recent litiga- 
tion surrounding their company. 
Stated concisely this is what has 
happened. Radio Corp. was adjudged 
guilty of engaging in a manufacturing 
monopoly by the Delaware Federal 
Court and the Supreme Court refused 
to review the case. In accordance with 
Section 13 of the Radio Act this was 
thought by many to cause perforce the 
cancellation of the company’s broad- 
casting licenses. The Radio Commis- 
sion, however, in a three-to-two de- 
cision held that Section 13 dealt solely 
with a monopoly in the radio com- 
munications field and therefore that 
there were no grounds for refusing to 
renew the 1403 broadcasting licenses 
held by Radio Corp’s. four subsidiaries. 
Despite the fact that Radio has been 
permitted to continue with its broad- 
casting activities the consequences of 
losing the first suit have by no means 
been settled and, while rumors to the 
effect that Radio Corp. will be forced 
to shut up shop on account of these 
adverse developments would appear to 
be unwarrantedly pessimistic, it cannot 
be denied that they will probably slow 
up the company’s progress. Therefore, 
until the future becomes clearer, it is 
suggested that the stock be avoided. 
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Personal Investment Talk No. 7 








Stock Market Manipulation 


An Appraisal of Some of the Factors 


even investing, to have a fairly clear conception of what 
makes prices move up and down. They do not change 
of their own accord, for stocks are bought and sold by 
human beings. For the most part it is this human element 
in the stock market that calls for first consideration in judg- 
ing the trend. 

And so we shall find it convenient to picture the stock 
market as a battlefield upon which there is always being 
waged a contest between two armies for control of price 
movements. On one side is a huge unorganized populace 
without leadership of its own, which suffers heavy casual- 
ties from time to time without ever seeing the enemy or 
clearly realizing that it is engaged in battle. On the other 
side of no man’s land or, shall we say, on the other side 
of the tape, there lies in ambush a number of smaller 
groups—each well organized under its own skilled leader— 
all experienced veterans of the Street, and well armed with 
facts and figures and a canny knowledge of human frailties. 
Contrary to popular impression, however, these smaller 
groups are not united as one army under a single com- 
mander-in-chief; and it is only by the rarest chance that 
they ever act together. Instead of this, each squadron 
usually works independently, and frequently they take sides 
against one another. Perhaps the reader may have guessed 
by this time that we are describing the general struggle 
for profits between market manipulators on the one hand 
and the so-called public on the other, and not the stereo- 
typed tug-of-war between bulls and bears which column 
writers like to conjure up in glib explanation of the day's 
price movements. 

Short selling is only one of a wide variety of tactics 
employed by professionals to gain their ends. 


Manipulators Not All Powerful 


[' is an aid to successful trading in common stocks, and 


Manipulators are by no means all powerful, and there is 
nothing for them to do but stand aside or take their punish- 
ment when the public stampedes through fear, as it has on 
several occasions during the present bear market; or when 
the general body of speculators becomes enthused with the 
determination to buy stocks regardless of consequences, as 
happened during the closing months of the late bull market. 
In the majority of battles, however, the professionals prob- 
ably comes out victorious so that, in observing their tactics, 
we shall have a beautiful illustration of what can be accom- 
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Which Make Prices Go Up or Down 


By JoHn Duranp 


plished by an organized and well-equipped minority, with a 
definite plan of operation, against an unorganized, inex- 
perienced, and uninformed majority that is easily swayed 
by suggestion. 

In the broadest sense of the word, manipulation, which 
is an intelligent and purposeful effort to control prices, is 
seldom absent from the stock market. Practically every 
listed stock has at least one professional sponsor who tries 
to protect it from wild fluctuations and to maintain some 
semblance of an open market for the issue in which people 
can either buy or sell a reasonable number of shares at all 
times. Otherwise there would be many occasions, especially 
among inactive stocks, when sellers would find no one bid- 
ding for the issue, or buyers might find no stock offered at 
prices within gun shot of the last sale. Manipulation may 
also be used to market original issues of securities through 
the machinery of the stock exchanges and to redistribute 
outstanding shares that have been acquired previously from 
a holding company or from some large stockholder or in the 
open market. It is employed too by pools and large oper- 
ators during the first stage of their speculative operations 
for profit on the long side of the market; and by corpora- 
tions, syndicates, and individual financiers to acquire a stock 
interest in, or control of, other corporations. 

Another phase of manipulation is seen in the process of 
marking prices up or down for the purpose of making 
speculative commitments profitable. And finally, one may 
note a form of manipulation that is used to hold prices 
steady within a circumscribed range. This may be done to 
encourage short selling as a means of strengthening the 
market's technical position; to check price movements 
started by competing pools; to protect a stock against 
raiders during syndicate operations, or while stockholders 
have the privilege of exercising rights to subscribe to addi- 
tional stock or of exchanging their holdings for shares of 
another company. 


Controlling Individual Issues 


Manipulation is usually concerned with individual stocks, 
though occasionally employed to raise or steady the general 
price level. Obviously it is much more difficult to control 
the entire market than to influence the price of individual 
issue. At present writing there are 1,300 different issues 
of stock listed on the Big Board, and even at current 
marked down prices these possess a total market value of 
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42 billions of dollars. It is a heavy mass for even the 
strongest combination of capital and manipulative tactics tc 
move, and efforts to do so meet with little success unless 
the psychological setting is favorable. 

There are times when it would be of benefit to everyone 
if the market could be controlled. No one in his right 
mind believes for a moment that insiders welcomed the 
present destructive bear market, for example, any more 
than the general public. It has proved far more costly to 
wealthy investors and operators than to the little fellow; 
and if the former could have prevented the catastrophe 
we may be very sure that they would have done so. But 
one hears so much about the ability of insiders to control 
the general price level that it is worth while to have a 
general idea of how this is accomplished on the few occa- 
sions when conditions are favorable. 


At the outset it is of fundamental importance to observe 
that tactics employed by the group of experienced market 
operators who are popularly known as “They” are usually 
in all respects exactly the opposite of methods followed by 
amateurs who, for lack of a better name, are collectively 
referred to as the “The Public.” The public almost in- 
variably buys on favorable news and advancing prices; then 
closes out its long stock on bad news and declining prices. 
Toward the end of prolonged or sharp declines the public 
even ventures to sell short, and this short interest, added 
to that of professionals, eventually builds up an exceedingly 
unstable position which is easily stampeded into covering 
on swiftly rising prices upon the first appearance of favor- 
able news. At such critical periods a 
comparatively moderate effort at bid- 
ding up prices enables manipulators to 
bring about a sizable rally in the gen- 
eral market. To describe such a techni- 
cal rally as a rise in the general mar- 
ket is, of course, somewhat misleading; 
for it will be found upon analysis that 
some industrial groups and individual 
stocks enjoy very sharp recoveries, 
while others may advance little if at 
all. The average price level does re- 
cover, however, and this is all that is 
meant when we speak of an advance 
in the market as a whole. 


Professional Selling 


_ During a prolonged or sharp advance 
in the market, just the opposite kind 
of operations takes place. The “public” 
buys on rising prices and, near the top, 
when favorable news is announced, 
takes on all the stock that its margin 
accounts will carry. Shares purchased 
by the public are fed out on a scale up 
by “They.” And so we find that, with 
the public heavily over-extended near 
the top, it is a relatively simple matter 
for manipulators to bring about a reaction in the general 
averages by a shrewdly timed offering of sufficient stock to 
touch off stop-orders and bring about forced selling through 
inability or unwillingness of the public to meet calls for 
more margin. 

From the foregoing outline of contrasting tactics 
adopted by the two opposing market groups it will be 
observed that inside, or so-called banking, operations tend 
to exert a stabilizing influence upon the market by scale 
order buying on declines and scale order selling as prices 
rise. Purchases and sales by outright investors also tend 
ordinarily to stabilize prices; though on rare occasions this 
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group may act emotionally, as does the general public, and 
thus add to the amplitude of a price swing. 

Since insiders and professionals customarily buy on a scale 
down, and sell on a scale up, a little reflection will show 
that their so-called “Support Stock” can be disposed of 
without loss if prices recover on a rally about 50% of what 
was lost on the decline. Here we have an explanation of 
the familiar 50% rule, which teaches us that technical 
rallies and reactions usually retrace about a third to two- 
thirds of the ground covered by the main price movement 
before the latter is again resumed. 

A recent example of successful manipulation may serve 
to show how the foregoing principles apply in practise. As 
this is written it is evident that powerful interests took the 
initiative in bringing about the June rally. This advance 
has lifted a little of the gloom and may yet, if it can be 
held, serve to hasten the desired recovery in general busi- 
ness activity. 


kn | 


Action Must Be Timely 


It may be asked why such action was not taken before; 
for the fact that a comparatively small amount of stock 
was being carried on margin has deceived many people 
into supposing that the four months’ decline this Spring 
might have been checked easily if powerful financial in- 
terests had only gathered the courage to lend concerted 
support to the market. This conclusion seemed to be 
strengthened by the relatively light volume of transactions 
and by a tendency to attribute the 
decline to short selling. But the diag- 
nosis overlooked three essential con- 
siderations: first, that short selling can- 
not produce a lengthy decline unless 
the market's technical condition is 
fundamentally weak; second, that de- 
clining prices this Spring were accom- 
panied by a great deal of genuine 
liquidation on the part of discouraged 
and thoroughly scared investors; and 
third, that there had been complete 
absence of any favorable news to as- 
sist insiders in supporting the market. 


Investment Liquidation 


Most of the big market operators 
of 1928 and 1929 had already been 
seriously crippled in financial resources 
by the ensuing severe deflation in 
prices, and the decline this Spring 
found them in no position to cope with 
a new flood of strong box selling. In- 
vestment holdings that kept pouring 
into the market served to swell the 
floating supply faster than “good buy- 
ing” could absorb it. A great deal 
of strong scale order buying un- 
doubtedly went on quietly beneath the surface; for no 
other source could have produced the funds to purchase 
stock which investors, short sellers, and harrassed margin 
traders threw overboard. And yet inside support was not 
powerful enough to arrest the decline without assistance 
from other quarters. 

As usually happens in a crisis of this character, the much 
needed help arrived quite suddenly, though not unex- 
pectedly (to insiders who were “working with a plan”). 
The market had been working itself into ripely over- 
sold condition. Even the public, which seldom sell short, 
(Please turn to page 420) 
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Examining the Stock Exchange 


Editor, Readers’ Forwm: 


I am* informed by a Wall Street ac- 
quaintance that the majority of successful 
in-and-out traders in the stock market fol- 
low the system of using “stop loss” orders 
as a means of protection. My common 
sense tells me that this can not be a simple 
road to. sudden wealth or there would be 
more millionaires among us. Nevertheless, 
believing there must be many of your read- 
ers who, like myself, have only a vague 
idea of what a “stop loss” order is and 
how it ts used, I. would like to have you 
enlighten us. Yours truly, A. R 


The stop loss order is perfectly de- 
scribed by the term itself, its purpose 
being to limit the possible extent of 
loss in a speculative transaction. Hav- 
ing bought 100 shares of United States 
Steel at 115, thinking that it should 
advance, a trader, for example, will 
direct his broker to “sell 100 shares of 
Steel at 113, stop loss.” This becomes 
an open order on the book of the spe- 
cialist and will be executed at 113 in 
the event that the price of the stock 
falls to that level. In this case the 
trader's theory is that his original judg- 
ment is wrong if the stock moves 
against him. He is protected, however, 
against extensive loss, thus preserving 
his resources to try again. Since a 
stock often may fluctuate over a range 
of 3 or 4 points in a day, without real 
net movement, employment of close 
stops results frequently in the trader 
being sold out at a loss although the 
stock proves not to be actually in a 
downtrend. To offset a succession of 
such losses, profits, when available, 
have to be allowed to run to a substan- 
tial extent. The greatest drawback of 
the stop loss system is that the concen- 
tration of such selling orders on the 
book of a specialist gives bearish trad- 
ers a target to shoot at, the “touching 
off” of stop loss orders providing a 
supply of stock for covering purposes. 
Stop loss orders in the more active 
trading favorites usually are executed 
at the specified price but carry no such 
guarantee. If a volatile stock breaks 
through the stop level before the order 
can be executed the liability attaches 
solely to the customer and not to the 
broker. It is bad policy for a specu- 
lator to let a loss mount up but he does 
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Machinery 


Answering Some Questions of 
Trading Practices and Values 


not have to rely upon a stop loss order. 
What he should do is establish his own 
mental stop loss order in his mind and 
act accordingly. 


Banking Support Secondary 


Editor, Readers’ Forum: 


During one of the recent spells of acute 
weakness in the stock market my attention 
was caught by published rumors of “bank- 
ing support” being injected into the mar- 
ket. This seems to bob up every time the 
market runs into difficulties, or at least és 
the subject of a great deal of boardroom 
gossip. As far as I know, the only con- 
crete example of banking support actually 
revealed to the public gase in recent years 
was the case of the so-called Morgan bank- 
ing pool during the 1929 crash. Except for 
this instance, I ld be inclined to say, as 
did the farmer who looked at the camel, 
“There ain't no sech animal!” Just how 
important is banking support as a market 
factor? Yours sincerely, D. H. 


In time of acute financial crisis the 
necessity of preventing disastrous col- 
lapse of values has occasionally called 
forth co-operative banking effort. In 
older days this usually took the form 
of breaking a credit stringency by sup- 
plying call funds. As the above letter 
states, the most notable example of 
banking support in the market was pro- 
vided in the stock panic of 1929. Both 
through actual large scale purchases 
and the psychological effect of pub- 
licity, a definite effort was made to 
maintain an orderly market and at 
times to check the speed of the decline. 
There was no thought of putting the 
market up or of preventing normal re- 
action. Sil reaction in stock prices 
usually is dictated by fundamental rea- 
sons and it need hardly be said that 
banking interests will not lightly risk 
their capital in a foolish and vain effort 
to block the inevitable. Under ordinary 
circumstances, even during the liquidat- 
ing movement of the last year, “bank- 
ing support” is a mysterious factor, so 
mysterious, in fact, that one probably 
would be well advised to discount sub- 
stantially such rumors about it as fly 
around the commission houses. If there 
is one thing on which bankers probably 
are agreed it is that a wholly natural 


.the average, more than 60% 


liquidating movement in the stock mar- 
ket must run its course, without artif- 
cial interference. The market is too 
broad to respond more than briefly to 
concerted attempts at control. It is in 
recognition of this fundamental fact 
that “support stock” almost invariably 
comes back upon the market for sale 
at the earliest opportunity. Under- 
writing firms make a practice of spon- 
soring new issues but the essential 
danger of the practice is shown in the 
fact that it has been chiefly responsible 
for most of the brokerage house in- 
solvencies of the last year. Really con- 
certed banking support certainly is a 
much rarer phenomenon than is sug: 
gested by the familiar Wall Street gos- 
sip and is not a factor to which the 
investor should pay much heed. 


What Is a Safe Margin? 


Editor, Readers’ Forum: 


I note that stock prices have declined, on 
from the 
peak level attained in the bull market in 
1929. This seems to me to supply conclu- 
sive proof that margin speculation is essen- 
tially unbeatable and that virtually no mar- 
gin can be considered a safe margin. Yet 
the claim was widely made during the bull 
market that the high level of margins re- 
quired by brokers was one of the “New 
Era” factors of safety, since wider decline 
than ever before would be required to wipe 
out the average trader.’ Has it not worked 
out that high margins really added to the 
market’s eventual difficulties? Sincerely 
yours, O. J. G. 


This letter raises a question on which 
generalization is difficult. For a trader 
whose resources are limited to the 
amount he has pledged on margin and 
whose prime interest is not to lose this 
equity, a wide margin obviously is safer 
than a thin one. In such a speculation, 
however, safety is a relative and not an 
absolute matter. The only safe margin 
is one which is backed by additional, 
unpledged resources sufficient, if neces 
sary, to “take up” the stock. Since the 
market on the average has been cut 
more than in half and since it would 
be ridiculous to expect it to fall to 
nothing, it is obvious that a 50% 
margin during the late phases of the 
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hear movement should be more than 
twice as safe as during August, 1929. 
Yet speculative psychology is such that 
many traders today are afraid to op- 
erate on much less than a cash basis. 
There is much to be said for the sug- 
gestion made in the above letter that 
high 1929 margin levels worked more 
harm than good. As it happened, the 
smaller the margin equity available to 
be wiped out, the smaller was the 
speculator’s loss. The matter has a 
broader aspect, however, for when the 
generally strong margin position finally 
was broken the resulting concentration 
of distress selling was all the more 
overwhelming. What few realized was 
that the high margin level required by 
brokers in 1929 constituted definite 
proof that the banks a the situ- 
ation then existing as dangerous. 





Function of Floor Traders 


Editor, Readers’ Forum: 

_A banker of national prominence in a 
public address recently advocated the “com- 
plete abolishment” of floor trading on the 
securities exchanges, pointing to the inher- 
ent absurdity of a situation in which the 
entire capitalization of a company may be 
traded five to thirty times over in a year. 
The broker who acts solely as agent cer- 
toinly performs a useful service but, like 
the banker, I can see little economic justifi- 
cation for the floor trader. If this is the 
case, just why is he permitted to exist? 
Very truly yours, R. H. 

This matter is not quite as simple 
as it may seem at first glance. The 
organization of securities exchanges 
and even that of the New York Stock 
Exchange is certainly not ideal, but it 
is worth bearing in mind that it has 
not been set up arbitrarily or along 
lines of theory. The machinery of the 
Stock Exchange is the result of years 
of evolution and is not a laboratory 
product. Before tinkering with this 
delicate mechanism it is worth while 
to pause and think. The purpose of 
an exchange is to provide the most efhi- 
cient possible market for the securities 
listed upon it and this means neces- 
sarily the closest possible contact be- 
tween supply and demand. The nar- 
tower the gap between bid and asked 
prices, the better the market and the 
better chance the outsider has of get- 
ting a fair price for what he sells or 
paying a fair price for what he buys. 
The floor trader constitutes a special 
addition both to outside supply and 
outside demand, particularly because, 
having no commissions to pay, he can 
trade for much smaller profits than the 
outsider. Without him the market 
would be thinner than it is and hence 
subject to wider fluctuations. In addi- 
tion, he constitutes a reserve battalion 
on the floor of the exchange, often 

lping hard-pressed brokers execute 
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commission orders in time of unusual 


activity. 





The Selling Climax 


Editor, Readers’ Forum: 


I find that most financial writers are 
too prone to use technical terms in the 
apparent assumption that all readers must 
be familiar with them. I am sure there 
must be many, besides myself, who often 
find this puzzling. Every market decline, 
for example, is accompanied by more or 
less discussion of a “selling climax.’ Such 
a development, I gather, is assumed to 
forecast a rally. Wall you be good enough 
to tell me just exactly what a selling 
climax is? Sincerely yours, T. L. M. 


There can be no exact measure of a 
selling climax. It is to some extent a 
purely technical market development 
and to some extent merely a state of 
mind. Its character varies greatly 
under different market conditions. It 
is obvious that the market never moves 
very long in a straight line. A decline 
tends in itself to create forces of de- 
mand sufficient to interrupt the down- 
trend at least temporarily. Buying 
both by traders and investors is stim- 
ulated and the mere availability of 
bearish profits induces short-covering. 
Active and concentrated selling not 
only carries prices quickly to a level 
where demand is waiting but tends to 
result in a sudden shrinkage of supply 
due to the cleaning up of a congestion 
of selling orders and the withholding 
of others by potential sellers who sense 
a rally. The result is an almost auto- 
matic rebound. A clear-cut climax is 
marked by intense activity and extreme 
weakness. They were rather frequent 
in the early stages of the bear market 
but have been rare for many months. 
This is typical for bear movements 
usually culminate imperceptibly in dull 
irregularity, without any climax. 





Where the Money Goes 


Editor, Readers’ Forum: 


Although the public may not be fully 
aware of the fact, it ts clear that the 
vast majority of speculators lose money. 
This is shown by the rapid turnover of 
commission house clientele. Any broker, 
if he is frank, will tell you that, except 
for a very small minority, speculation in 
any form is a losing venture. The broker 
benefits from commissions and the State 
collects its sale tax but this can not account 
for all the money that ts lost. Someone 
must get it. I would appreciate your ex- 
8 ae of this mystery. Yours truly, 


This letter brings up a very interest- 
ing point but there is no mystery about 
it. As has been pointed out, the 
broker and the State derive a cash 
benefit, whether the speculator wins or 
loses. Some part of the money he 
loses, of course, goes to the small 
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Necessary 
Business Economics 
fer Successful 
Investment 


by Oliver C. Cameron 


EVERY successful investor and 

trader consciously or sub 
consciously uses the fundamental 
principles which are so clearly 
described in this important book. 
It sets forth the significance of 
supply and demand, under-pro- 
duction and over-production, the 
effect of good and bad crops, the 
ebb and flow of credit, and simi- 
lar factors which should help you 
to recognize the signs and take 
advantage of the trend to your 
material benefit. 


174 Pages. Illustrated with graphs 
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Sentiment Improves But Little Actual 
Progress Made Yet 





Retail Trade 











Importance of Heavy Volume 


Retail trade is justly looked upon as 
a valuable barometer of general busi- 
ness conditions and, although the 
needle at the present time does not in- 
dicate any great prosperity for the 
business itself, it does quiveringly point 
to a lifting of the depression clouds 
over the country as a whole. Most 
retailers, omitting those which have ex- 
panded greatly by acquiring new units, 
report dollar sales volume running 
somewhat below last year. Prices, how- 
ever, average about 20% lower than 
last year so that, if it were possible to 
express the volume of business being 
done on a tonnage basis, there is clearly 
every reason to believe that this show- 
ing would be reversed and any com- 
parison with 1930 would be a favor- 
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COMMODITIES* 
(Bee footnote for Grades and Units of 
Measure) 


-——— 1931, 
Low 


Steel (1) 
Bteel (2) 01 
Pig Iron (38).... 17.00 
Copper (4) 


Lead (5 
Petroleum (6)... 
Coal (7) 

Cotton (8) 
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Steers (12) .... 
Coffee (13) .... 
Rubber (14) . 
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Lumber (18) . 


*July 6, 1981, 

(1) Sheets, Pittsburgh, cents per lb. (2) 

Bars, Pittsburgh, cents per lb. (3) Basic 
Valley, $ per ton. (4) Electrolytic, cents 
per lb. (6) Pig (N. ¥.) c. per Ib, (6) 
Kan., Okla., 32-32.9 deg. $ per bbl. 
Pitts., steam mine run, $ per ton. (8) 
Middling (valv.) cents per Ib. (9) No. 2, 
Hard, Winter (Kan. City) $ per bu. (10) 
No. 3, Yellow (Chic.), $ per bu. (11) 
Fresh loins, 10-12 tb. (N, Y¥.) $ per 100 Ib. 
(12) 650-700 Ib. (N. ¥.) $ per Ib. (13) 
Santos, No. 4 (N. Y.) oe, per Ib. 4 
Smoked Sheets (N, Y.), cents per Ib. 
Fine staple, clean (Boston), cents per Ib. 
(16) Cuban raw 96 deg. deliv. (N. Y.) 
cents per lb. (17) News Rolls (N. Y.), 
$ gag (18) Yellow pine boards, f. o. b. 
per M. 























THE TREND IN MAJOR INDUSTRIES 


STEEL—Ingot production for the country as a whole has declined to 


a new low level since the Spring activity and is now thought to 
be around 341% of theoretical capacity against 36% for the 
previous week. Actually, present conditions in the industry 
register little change from those which have prevailed for some 
time and it becomes increasingly apparent that steel manufacturers 
still have to face an exceedingly dull summer. Despite the poor 
near-term outlook, however, the psychological effect of President 
Hoover's moratorium plan has been considerable, various large 
projects have been revived and the trade is taking a more hopeful 
attitude toward the possibilities of Fall activity. 


COPPER—Following the failure to arrange concerted curtailment, 


sentiment in the copper trade is far from as optimistic as it was 
a week or so ago. While this has not yet been reflected in official 
prices which remain unchanged at 9 cents a pound for domestic 
delivery and 9.275 for export, there have been rumors of concessions 
granted by custom smelters. Under these conditions it is feared 
that the new quotations cannot be maintained and the attitude of 
buyers is again one of caution. 


PETROLEUM—There has been further weakness in gasoline prices 


in many parts of the country, particularly in up-state New York 
where conditions are thoroughly unsettled. Despite this, how- 
ever, there has been fundamental improvement in the situation. 
Over on the Pacific Coast the price war is not raging with its 
usual fury; there have been a number of large export shipments; 
while the heat wave throughout the greater part of the country 
is having a tremendous effect upon consumption and stocks on 
hand are expected to register further sharp declines. 


AGRICULTURE—Wheat prices rallied sharply on the news that the 


Federal Farm Board had agreed to limit its sales during the com- 
ing season to a cumulative maximum of 5,000,000 bushels a month 
and that none would be sold at prevailing levels which were in- 
dicated as being too low. While the present rise may have the 
appearance of a constructive development, it must be remembered 
that at the end of a year the Board will still possess some 150,000,- 
000 bushels of wheat and that this will be almost as depressing an 
influence as 200,000,000 bushels, its present holdings. In effect, 
it means that we can take our choice—the agony can be long-drawn 
out which would appear to be the present plan, or the pain can 
short and sharp as would be the case if the Board were to liquidate 
as rapidly as possible. At any rate, it is to be hoped that once 
out of the market the Farm Board will stay out. 


TOBACCO—The good news received by security holders in the big 


tobacco companies when the wholesale price of cigarettes was 
raised 45 cents a thousand, has been offset to some degree by the 
news that more and more States are contemplating a retail tax on 
this article. At the next session of the New York Legislature a 
tax of 2 cents a pack of twenty is to be proposed and it is hardly 
conceivable that the cumulative effect of such levies can be other 
than detrimental to demand. 
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Close High Tow Issues Low June 27 
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Agricultural Implements 
Amusement 

Automobile Accessories 
Automobiles 

Aviation (1927 Cl.—100) 
Baking (1926 Cl.—100) 

Biscuit 


112.0 405.5 
88.5 272.0 
47.8 118.1 
25.5 
39.9 
23.8 
185.5 
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Dairy Products 
Department Stores 
Drugs & Toilet Articles 
Electric Apparatus 
Fertilizers 
Finance Companies 
Food Brands 
Food Stores 
Furniture & Floor Covering . 
Household Equipment 
Investment Trusts 
Mail Order 
Petroleum & Natural Gas 
Phono. & Radio (1927—100)... 
Public Utilities 
Railroad Equipment 
Railroads 
Restaurants 
Shipping 
Soft Drinks (1926—100) 
Steel & Iron 
Sugar 
Sulphur 
Telephone & Telegraph 
Textiles 
Tires & Rubber 
Tobacco 
Traction 
Variety Stores 
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Price INDEX 


1925 CLOSING PRICES =100 


308 STOCKS—H.166.0 L.109.2 
379 STOCKS—H.173.1 1.105.6 


COMBINED AVERAGE 


40 RAILROADS —H. 169.5 L.120.8 


39 RAILROADS—H. 146.9 L.119.5 





1930 1931 


(An unweighted index of weekly closin, ‘phgre compensated for stock dividends, rights, 
and splitups; and covering about 90% of the total transactions in all Common Stocks listed 


on the New York Stock Exchange.) 
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Answers to Inquiries 








1. Be brief. 








Our Personal Service Department is prepared to offer advice on any security in which you may be 
interested or on the standing and reliability of your broker. 
scription should represent thousands of dollars in value to you. It is subject only to the following conditions: 


2. Confine your requests to three securities only. 
3. Write name and address plainly. 
Special rates upon request to those requiring additional service. 


This service in conjunction with your sub- 














MAY DEPARTMENT STORES CO. 


I have 200 shares of May Department 
Stores common purchased at 49. Yielding 
7% at current levels it still looks good to 
me. Would you advise buying more now 
to average with the hope of selling the 
entire block at a sizable profit in the Fall? 
—S. D. G., Greenwich, Conn. 


The May Department Stores Co. 
operates the second largest chain of de- 
partment stores in the United States, 
with stores located in Akron, Balti- 
more, St. Louis, Cleveland, Denver, 
and Los Angeles. All of the stores 
with the exception of the Cleveland 
units have been enlarged and modern- 
ized and the Cleveland stores now is 
undergoing expansion. This is a fa- 
vorable factor for the future, as the 
company will be able to handle a great- 
er volume of business when the buying 
power of the public returns to nor- 
malcy. Operations of the company in 
the year which ended January 31, 
1931, were adversely affected by the 
business depression, which resulted in 
reduced buying power by the general 
public, and smaller profit margins. 
Earnings in the past fiscal year 
amounted to $4,080,953 or $3.03 a 
share of common stock, against $6,- 
174,923 or the equivalent of $4.75 a 
share in the fiscal year which ended 
January 31, 1930. The company 
closed the past year in a strong finan- 
cial position. It has been estimated 
that earnings in the current year will 
be in the neighborhood of $3.20 a 
share which would cover the annual 
$2.50 dividend by a fair margin. The 
company formerly paid $2 plus 5% 
in stock, but recently changed the rate 
to an annual $2.50 dividend basis. The 
longer term outlook for the company 


is promising, particularly in view of 
the fact that all of the stores have been 
enlarged, and an attractive yield is now 


_ offered by the stock. We note that 


you are holding 200 shares, however, a 
relatively heavy commitment, and see 
no reason for haste in averaging, since 
diversification is of prime importance 
in investing. Our suggestion is that 
you hold your 200 shares for the longer 
term, making fresh commitments in 
other issues as opportunities arise. 


AMERICAN HOME PRODUCTS 
CORP. 


My broker tells me that American Home 
Products common could easily run up to 
75 with any sustained strength in the gen- 
eral market. He bases his forecast on 
merger possibilities, earnings, limited cap- 
italization and comparative firmness dur- 
ing the depression. I would appreciate 
your unbiased opinion for I am thinking of 
buying 150 shares.—G. L. P., Freeport, Il. 


A feature of the American Home 
Products Corp. is the impressive earn- 
ings record in existence since the date 
of incorporation in 1926. Profits in 
1930 totaled $3,356,719 or $5.50 a 
share against $3,340,781 or $5.47 a 
share in the year which ended Decem- 
ber 31, 1929. The company manufac- 
tures and distributes a diversified line 
of nationally-advertised drugs, cos- 
metics, hair-tonics, floor wax, and a 
number of patent medicines. A strong 
financial position was shown in the bal- 
ance sheet issued at the close of 1930, 
when current assets were more than 
three and a half times current liabili- 
ties, and cash alone was almost twice 
the current liabilities of $1,501,451. 


The company has a simple capitaliza- 
tion, capital stock comprising only 
611,000 shares of no par value. It has 
been estimated that earnings in the first 
six months of the current year will be 
in the neighborhood of $2.55 a share, 
which will be a highly favorable show- 
ing considering depressed business con- 
ditions. The annual dividend of $4.20 
a share is being earned by a good mar- 
gin, and this payment appears to be 
reasonably well secured. The demand 
for the company’s products is relatively 
steady, and the longer term outlook for 
the issue is favorable. There is no in- 
formation available as to merger possi- 
bilities of the company, but it is re 


-ported that American Home Products 


has close relations with Drug, Inc. In 
view of the fact that the dividend is 
covered by a good margin, and a strong 
financial position is maintained, we 
would not oppose a commitment of 150 
shares on any period of market weak- 
ness, providing you intend to hold for 
a period of a year or more. 


ALLIED CHEMICAL&® DYE CORP. 


Has the chemical industry turned the 
corner so that Allied Chemical common ts 
an attractive purchase at its — price? 
In January of this year bought 100 
shares at 174. Would you approve aver- 
aging now and holding the entire block as 
a semi-investment?—T. L. O., Austin, 
Texas. 


The Allied Chemical & Dye Corp., 
formed in 1920, as a consolidation of 
five well-known units, now is one of 
the largest chemical companies in this 
country, with well diversified opera- 
tions. Its products include heavy in- 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 
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dustrial chemicals, commercial acids, 
etc., roofing. road building materials, 
dyes, and nitrates. In addition, a sub- 
sidiary engages in the manufacture of 
coke and its by-products, the building 
of coke ovens and gas plants. Capitali- 
zation of the company consists of 392,- 
849 shares of 7% cumulative preferred 
stock of $100 par value and 2,401,329 
shares of common stock of no par val- 
ue. There is no funded debt. Earn- 
ings for 1930 declined to $9.31 a share 
as against $11.43 a share in 1929 and 
in view of the sharp price cutting in 
the alkali field at the beginning of the 
current year, it is likely that profits for 
the full year of 1931 will show a sub- 
stantial decline from 1930 levels. Allied 
Chemical & Dye Corp. is in a very 
strong financial position, current assets 
at the close of 1930 totalling $155,- 
451,336, including cash and marketable 
securities of $113,320,484 against cur- 
rent liabilities of $8,715,055. This left 
a net working capital of $146,746,281. 
The company should be among the first 
to benefit from recovery in industrial 
activity, because of its position in the 
chemical industry and the longer term 
outlook for Allied Chemical & Dye is 
promising. However, it is a stock 
which must be held for the longer term, 
and averaging would only be recom- 
mended with the provision that you 
hold for a period of at least a year. 


EASTMAN KODAK Co. 


Last year I bought 100 shares of East- 
man Kodak common at 205 thinking it 
one of those premier investment common 
stocks that offered real profit possibilities 
over the longer term. I was disappointed 
with a decline to a low this year of 
118. Is this probably the bottom so that it 
would be good business to continue to hold 
with the hope of coming out on top?— 
K. L. T., Joplin, Mo. 


_ The Eastman Kodak Co. is the lead- 
ing producers and distributor of photo- 
graphic equipment and supplies, in- 
cluding sound and color devices. The 
company’s largest manufacturing cen- 
ter is located in Rochester, N. Y., and 
plants also are maintained in England, 
Germany, France, Hungary and 
Australia. New products are being 
constantly developed by the company, 
among the more recent being the suc- 
cessful development of a new type of 
motion picture film which is said to be 
about three times as fast as its predeces- 
sor. The company also plans to pro- 
duce cellulose acetate yarns on a large 
scale for the textile trade. While sales 
of some of its luxury products were 
adversely affected by the business de- 
Pression last year, the well diversified 
activities of the company tend to give 
stability to earnings, and the company 
reported net of $8.84 a share, com- 
(Please turn to page 414) 
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Wouldn’t You Welcome 
$200 a Month 


on Retirement 


or 26,000 in Cash 


Tue EourtaBe Lire AssuRANCE SOCIETY OF THE U. S., 
a great nationally known Billion dollar institution, 
makes such a guarantee easily possible through mod- 
est deposits set aside out of your earnings. 


Income 


Or Cash 
Payment 


Disability 
Income 


Protection 
for 
Family 


Accidental 
Death 


Dividends 


After reaching age 65 you will receive from 
THE EQUITABLE a check for $200 every month 
as long as you live. 


If, at age 65, you prefer a complete cash settle- 
ment in a single sum rather than a monthly in- 
come, THE EQUITABLE will pay you $26,000. 


In the event of total and permanent disability 
before reaching 65, you cease making deposits 
and THE EQUITABLE will thereafter pay you $200 
a month during the period of such disability until 
age 65, without reducing any death benefit that 
may become payable or the retirement income 
payable to you after 65. 


Should your death occur from natural causes 
before age 65, your named beneficiary will be 
paid $200 a month for 10 years. If death occurs 
after 65, but before the income has been paid to 
you for 10 years, THE EQUITABLE will continue 
monthly payments of $200 a month to your named 
beneficiary for the balance of the 10-year period. 

In the event of Accidental Death prior to age 
65, THE EQUITABLE will pay to your named 
beneficiary $400 a month for 10 years. 

Dividends are payable after the second year 
until you reach the retirement age. These divi- 
dends may be used either to reduce yearly 
deposits or to increase the ultimate income. 








If you prefer a Retirement Income only, the Equitable 
issues a special form which will provide an Annuity begin- 
ning as early as age 50, continuing for the remainder 
of your life. Use the coupon below for full information. 








THE EQUITABLE 


LIFE ASSURANCE SOCIETY 


To Tue Eourraste Society, 393 Seventh Ave., NewYork,N.Y. 
I am interested in your Retirement Income plan. Please send me ex- 
planatory booklet (check which type desired). 

O Retirement Income, with full Life Insurance, Disability and 
Double Accident benefits. 

O Retirement Income only—heginning at any age between 50 and 70. 


OF THE 
UNITED STATES 


THOMAS I. PARKINSON, PRESIDENT 








Name 


Age 





Addr 
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Price Range of Active Stocks 


INDUSTRIALS AND MISCELLANEOUS (Continued) 


1926 


. % A 





A ‘High Low ‘High Low High 

c. Dry Goods 10% 25 295% 
aetie, Gulf & W. 1. 8.8. Line 86% 33 39 

Atlantic Refining 17% 23% 

Auburn Auto 295% 


B 
Baldwin Loco, Works 
Barpsdall Corp. Cl. A... 
Beech Nut Packing . 
Bendix Aviation 


Best & Co. 
Bethlehem 


Bohn Aluminum 
Borden Company 
Borg-Warner 
Briggs Mfg. 
Burroughs A 
Byers & Co. ( 


Cc 
California Packing 
Calumet & Arizona Mining 
Calumet & Hecla 
Canada Dry Ginger Ale. 
Case, J. I 
Caterpillar 
Cerro de Pasco Copper 
Chesapeake Corp. 
Childs Co. 
Chrysler Corp. 
Coca-Cola Co, 
Colgate-Palmolive-Peet 
Colorado Fuel & Iron 
Columbian Carbon 
Colum. Gas & Elec... 
Commercial Credit 
Commercial Solvent ... 
Commonwealth Southern . 
Consolidated Gas of N. ¥ 
Continental Baking Cl. A 
Continental Can, Inc, 
Continental Oil 
Corn Products Refining 
Crucible Steel of Amer 
Cudahy Packing 
Curtis Publishing 
Curtiss Wright, Common . 
Curtiss Wright, A 


D 
Davison Chemical 
Drug, Inc. 
Du Pont de Nemours 





E 
Eastman Kodak Co. ......++.++. 
Eaton Axle & Spring 
Electric Auto Lite 
Elec. Power & Light 
Elec. Storage Battery 
Endicott-Johnson Corp. 


F 
Firestone Tire & Rubber 
First National Stores 
Foster Wheeler 
Fox Film Cl. A 


General 

General 

General 

General 

General 

General Motors Corp.... 
General Railway Signal... 
General Refractories 
Gillette Safety Razor 

Te DOD CONN ois cece rccecs 
Goodrich Co, (B. F.) 

Goodyear Tire & Rubber 1 
Granby Consol. Min., Smelt. & Pr. 
Grand Union 

Great Western Sugar 

Gulf States Steel 





Ez 
Hershey Chocolate 
Houston Oil of Texas ... 
Hudson Motor Car 
Hupp Motor Car 


I 
om Steel 
nter. Business Machines . 
Inter. Cement 
Inter, Harvester 
Int, Match Pfd, 
Inter. Nickel 
Inter, Paper & Power “‘A”’ 
Inter. Tel, & Tel 





Kennecott Co be 

eco pper 

Kresge Co, (8. 8.) 
& Toll 
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INTEREST 


492% 
SYEARS 


No worry over default in bond in- 
terest, no fear of dividends being 
passed—by investors in the Profit 
Sharing Bonds of CREDIT SERVICE, 
INC., one of the leading Industrial 
Banking Institutions in the country. 


SHARING 
32% 


MNMNND 


\ 


“Hard Times’’ materially increase the 
steadily growing volume of business 
of this humanitarian service for de- 
serving borrowers of small personal 
loans. 


AY 


WN) 


This year, more foresighted investors 
than ever before will reinvest a 
oodly proportion of their surplus 
finde in this safe, liberally yielding 
security. Mail coupon for interesting 
date. 


CREDIT SERVICE 
ASSOCIATES, Inc. 
Graybar Bldg. New York 


NUNS 
MUMMY 


UY 


MMI 





ADDRESS 





M-7-11-31 














feature 


COMFORT, 
CONVENIENCE 


and 


GOOD FOOD 


4-Station Radio in Every 
Room 
In Cleveland It’s 
THE HOLLENDEN 


ELMER HOGREN, Mgr. 
1050 Rooms - $3.00 Upwards 


In Columbus It’s 
THE NEIL HOUSE 


TOM SABREY, Mer. 
655 Rooms - $2.50 Upwards 


In Akron It’s 
THE MAYFLOWER 


C. J. FITZPATRICK, Mer. 
450 Rooms - $3.00 Upwards 














Tis sdiiianis 








a 
411 














100 Share or Odd Lots 


Your orders, whether large or small, 
receive the same careful attention— 
always ... Consult our Statistical De- 
partment freely on investment matters. 


Write Dept. MG-8 


(iso & (HaPpMAN 


Members New York Stock Exchange 
Members New York Curb Exchange 
52 Broadway New York 
































AMERICAN WATER WorKS 


ANF LECTRIC { OM 
INCORPORATED 
(of Delaware) 
NOTICE OF DIVIDEND 
A regular quarterly dividend of $1.50 
per share on the $6 Series, First Pre- 
erred Stock of the Company, for the 
quarter ending September 30, 1931, has 
been declared payable October 1, 1931, 
to stockholders of record at the close of 
business on September 11, 1931. 
W. K. Dunsar, Secretary. 



































JULIUS KAYSER & CO. 


A dividend of iegger py cents (25c.) per 
share upon the shares r the no par value com- 
mon stock of Pe tee & Co., issued and 
outstanding, has been ared payable August 1, 
1931, to the holders of record of such stock at 
the close of business July 15, 1931. 

Devitond checks will be forwarded by The Bank 
of America, National Association, Agent for the 
Voting Trustees, with respect to shares held 
under the Voting Trust, and by Guaranty Trust 
Company of New York with respect to shares not 


so held. 
CHARLES J. HARDY, 
Secretary 








Ils Your Company Proud 
Of Its Dividend | 


Record? 


Then why not bring this fact to 
the attention of the 64,000 in- 
vestor-readers of THE MaGa- 
ZINE OF WALL STREET who 
consider this feature when add- 
ing to their security holdings! 


How? Simply by publishing 
your notice of dividends when 
declared in these advertising 
columns. The cost is but a 
dollar a line. 


ft f 


Make a note to place THE MaGa- 
ZINE OF WALL STREET on the 
list of publications to carry 
your next dividend notice! 
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Price Range of Active Stocks 


INDUSTRIALS AND MISCELLANEOUS (Continued) 


1929 1930 
A. ‘= 


1931 Last Div'd 
’ Sale $ Per 





High Low 
Lehn & Fink 36 21 
Liggett & Myers Tob, B 06 114% 18% 
Liquid Carbonic 81% 39 
Loew’s, Inc, 95% 41% 
Loose-Wiles Biscuit 70Y, 40% 
Lorillard 224, 


Mack Truck, Inc. 
Macy (R. H.) ... 
Magma Copper .. 
Marine Midland ... 
Mathieson Alkali .... 
May Dept. Stores .... 
McKeesport Tin Plate . 
Mont. Ward & Co 

N 


Nash Motor Co. 
National Biscuit 
National Cash Register A 
National Dairy Prod 
National Lead 
National Power & Light 
North American Co 

0 


Otis Elevator 
Otis Steel 


Pacific Gas & Electric 
Pacific Lighting 
Packard Motor Car 
Paramount Publix 
Penney (J. C.) 
Phillips Petroleum 
Prairie Oil & Gas 
Prairie Pipe Line 
Procter & Gamble 
Public Service of N. J.. 
Pullman, Inc, 
Pure Oil 
Purity Bakeries 

p: 4 


Radio Corp. of America 
Radio-Keith-Orpheum 
Remington-Rand 

Republic Steel 

Reynolds (R. J.) Tob. Cl. B 
Royal Dutch 


Safeway Stores 

Sears, Roebuck & Oo....... 
Shell Union Oil ......... pawees ee 
Simmons Co, 


Stewart-Warner Speedometer .... 
Stone & Webster 
Studebaker Corp. 


Texas Gulf Sulphur 
Tide Water Assoc, Oil 
Timken Roller Bearing 


v 


36% 
. 8. Steel C 261% 198% 


Vanadium Corp. 148% 
Ww 

Warner Brothers Pictures 

Western Union Tel. 

Westinghouse Air Brake 

Westinghouse Elec. 

White Motor 


Pump & mabetee7: 
Y 
Youngstown Sheet & Tube....... 148 
T Bid Price. § Payable in stock. 


7/1/31 = Share 
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5 
3 
8 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 








END What market outlook for these 


LOW-PRICED 
STOCKS? 


Low-priced stocks, on account of the small funds required per share, may, 
even by a few points advance, show very large profits. 


Take a stock selling at $12 a share which advances, say, 6 points. 
Here in this six-point advance is just as much profit as a high-priced 
stock really shows by advancing from 180 to 270. Many low-priced 
stocks do, in fact, show larger advances on their selling prices than 
any other stocks in the list. 


At the same time, note this: Many low-priced stocks are highly 
speculative—they simply look cheap, but in fact are not. Hence 
making profits in this low priced field calls for the most careful 
selection. 


What possibilities do these stocks offer 
now—at these prices— 


Willys-Overland 4? Fisk Rubber 14? Chrysler 24? 
Va.-Carolina Chem. 134? Reo Motors 614? Aviation Co. 334 ? 

Am. Cynamid B 844? Int. Mer. Mar. 914? Com. Solvents 15? 

Col. Beacon Oil 81%? Con. Textile 44? Cal. & Hecla 7144? 

Am. Woolen 7? Cont. Motors 234 ? Crex Carpet 19? 

Am, Agri. Chem. 16? Barnsdall A 834 ? Am. La France 1? 

Gt. Western Sug. 10? Pure Oil 8? Natl. Bellas H. 714? 
Gen. Public Ser. 15? Int. Nickel 16? Bendix 21? 

Armour A 24? Mid-Cont. Petr. 10? Niag. Hudson Pwr. 1114? 


All these stocks are analyzed in our latest Special Report. Among these 
stocks, four sound issues we select as the best and describe 
specifically in this report. 


A few extra copies of this valuable report are reserved for distribution 
free—as long as the supply lasts. 


Clip coupon at right 


= 
= 


American Securities 


American Securities Service 


P 140 Norton-Lilly Building, New York 
Service 


Kindly send me copy of your latest “Report on 
Low-Priced Stocks,” also copy of “Making Profits 
in Securities,’ both free. 


140 Norton-Lilly Building, New York 


---------—— | 


oT 


Oe | 
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ENCYCLOPEDIA OF BANKING 
AND FINANCE 


By GLENN G. MUNN 
Bankers Publishing Co. 


HE Bankers Publishing Co. has 
T recently issued a revised edition 

of the Encyclopedia of Banking 
and Finance by Glenn G. Munn, first 
published in 1924. It is a carefully 
prepared reference book containing a 
list of abbreviations, many cuts and 
tables, and a wealth of information on 
subjects pertaining to banking and 
finance. The new edition includes over 
400 new subjects and 100 additional 
pages. It is securely bound, legibly 
printed, and is of convenient size for 
the hard usage which it is certain to 
get.—M. S. D. 


THE GOOD EARTH 
By Peart S. Buck 
The John Day Co. 


UCH are the theme and the 
) dignity of expression of The Good 

Earth that Mrs. Buck deserves 
mention along with such outstanding 
writers as Hamsun, Dunn, Rdélvaag, 
and Béjer, all of whom have described 
the fierce struggle of man with his en- 
vironment. Her story is strikingly re- 
miniscent of Growth of the Soil, for, 
in both tales, a rude, illiterate peasant, 
spurred on by hunger and the love of 
land for its own sake, is enabled to 
overcome seemingly impossible ob- 
stacles and slowly but with enduring 
patience and determination lay the 
foundations of a fortune. 

We first meet Wang Lung, our 
protagonist, on his wedding day. Olan, 
his wife, has been a slave in the great 
House of Hwang, but it is she who 
through her vision, her steadfastness 
and resourcefulness, encourages Wang 
Lung to dare things of which he has 
never even dreamed. They buy land 
and yet more land, and even when 
famine descends upon them, they still 
cling desperately to the barren soil. 
Eventually, Wang Lung is found as 
master in what was once the House of 
Hwang which gave him his wife and 
so provided for its own deposition by 
him. Just as the House of Hwang fell 
because its members desired gold more 
than their ancestral acres, we dimly 
foresee the fall of the House of Wang 
Lung as his two sons plan, behind the 


back of their senile and dying father, 
to sell the land as soon as he dies. 

The book is rendered vivid by a 
background of Chinese customs and 
idioms which lift it into a realm of be- 
lievable unreality. Outstanding is the 
unforgettable picture of the drab, 
heavy-featured Olan, seemingly im- 
passive to all outward disturbances and 
yet burying deep within her the remem- 
brance of old wrongs and a sensitivity 
little suspected by those about her. 

—W. F. D. 


CREDIT AND ITS USES 


By WILLIAM A. PRENDERGAST and 
WILLIAM H. Sterner, Ph. D. 


D. Appleton & Co. 


HIS volume represents a com- 
7 plete rewriting of a work by the 

same name, published in 1906, 
and incorporates the far-reaching de- 
velopments in the credit field which 
have taken place since that time. Be- 
ginning logically with a discussion of 
the nature of credit, it follows through 
from the general to the specific, cov- 
ering not only the broad aspects of the 
subject but the details necessary to a 
complete understanding of credit and 
collection. 

The authors, Mr. Prendergast, who 
started his career as a credit man, and 
Dr. Steiner, who is well known as a 
teacher of banking and credit, have 
written a book. which should fit the 
needs of the beginner as well as the 
practical credit man. They show not 
only where to get credit information 
but how to use it. Direct and indirect 
sources of information, legal and ac- 
counting principles involved, and many 
facts essential to a better understand- 
ing and handling of the credit problem 
are discussed in such a manner as to 
make the book a decided asset to any- 
one in the credit field. M. S. D. 








For Feature Articles 
to appear in 
the Next Issue 
See Page 367 





Answers to Inquiries 
(Continued from page 409) 








pared with $9.57 in 1929. This de- 
cline of only 7% during a year of un- 
settled business conditions augurs well 
for the future. The $5 dividend ap- 
pears well secured, as an official of the 


company recently announced that no 


change in dividend policy is anticipated 
during the present year. Capitalization 
of the company comprises 61,657 
shares of 6% cumulative preferred 
stock of $100 par value, and 2,361,320 
shares of no par common stock. A very 
strong financial position is maintained, 
as at the close of 1930, current assets 
totaled $86,559,184 against current lia- 
bilities of but $13,415,572. While 
sharp near term price appreciation can 
hardly be looked for in view of exist- 
ing business conditions, the bottom 
would appear to have been reached and 
we believe the shares are suitable for 
long term retention. 


UNION CARBIDE & CARBON 
CORP. 


Union Carbide common has been rec- 
ommended to me for semi-investment as a 
potential leader in the next bull market 
because it represents an equity in a 
strongly financed and well managed com- 
pany which keeps abreast of modern de- 
velopments. However, I would like to 
have your judgment before making any 
commatment.—F. R. D., Irvington, N. J. 


Union Carbide & Carbon Co. ranks 
as one of the outstanding chemical en- 
terprises. The company’s subsidiaries 
manufacture an exceedingly broad line 
of products, too numerous to entirely 
list in this brief discussion. However, 
among the more important revenue 
producers are calcium carbide, used 
principally in the generation of acety- 
lene gas, oxy-acetylene welding equip- 
ment, oxygen, nitrogen, and other 
commercial gases, - “Pyrofax” (a 
household gas), special alloy steels, 
alcohol, solvents and other chemicals, 
batteries, which are sold mainly 
under the tradename of “Ever’ 
Ready,” various carbon products and 
radio tubes. The company enjoys an 
envious earnings record, 1930 being the 
first year in a long period in which a 
per share gain in net income was not 
registered. However, when considera- 
tion is given to the sharp decline in 
earnings reported by the general run 
of companies for last year, Carbide’s 
operating results are certainly gratify- 
ing. Net income for the 12 months 
ended December 31, last, equalled 
$3.12 a common share against $3.94 
per share on a smaller capitalization in 
the preceding year. Profits for the in- 
itial quarter of 1931 declined to 51 
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cents a share from those of 72 cents a 
share registered in the corresponding 
period of last year. Financial position 
at the close of last year was excellent, 
current assets amounting to more than 
8 times current liabilities, with net 
working capital amounting to $95,877,- 
353. While we do not anticipate an 
early improvement in operating results, 
the return of more normal business 
conditions should be reflected in greater 
profits for the company. In our opinion, 
moderate commitments made during 
recessions should prove profitable hold- 
ings over the longer term. 





]. C. PENNEY CO. 


In 1930 I bought 200 shares of J. C. 
Penney common at 75 and have never had 
an opportunity to get out even. Do you 
think the present price range has dis- 
counted all of the adverse factors such as 
lower carnings, chain store tax, etc.? 
Would you recommend averaging with a 
view to recovering my loss?—D. E. F., 
Aberdeen, Wash. 


J. C. Penney Co., in its present 
form, is the outgrowth of a sole pro- 
prietorship, consisting of one store, 
established in Kemmerer, Wyoming, in 
1902. Through acquisitions and addi- 
tions, the company has grown to an 
outstanding position in its field, operat- 
ing, at the close of last year, a chain 
of 1,452 department stores, specializing 
in a full line of clothing for men and 
women, dry-goods, and miscellaneous 
merchandise. ‘The company is repre- 
sented in every State of the Union; 
but by far the greater part of its units 
are located in the territory west of the 
Mississippi River. Prior to 1930, 
earnings registered substantial annual 
increases since 1921, an all-time high 
record being established in 1929. In 
reflection of lower sales volume, and 
inventory adjustments due to falling 
commodity prices, net results for 1930 
registered a decline of approximately 
33% from those of the preceding year, 
amounting to $8,290,622. Per share 
net income for last year amounted to 
$2.88, in contrast with $4.66 per share 
reported in 1929. Despite this down- 
trend in earnings and sales volume, and 
notwithstanding the attendant ex- 
penses in opening 57 additional units 
last year, the company entered 1931 in 
a stronger financial position than that 
of a year earlier. Cash was increased 
to a new high record of $12,270,000 
while inventories declined to $14,307,- 
000. The ratio of current assets to 
current liabilities at the close of last 
year was more than 12 to 1, against 
6 to 1 shown at the end of 1929. Sales 
for the first five months of the current 
ycar were 11% below those of the cor- 
responding months: of a year earlier, 
and with the announcement by the 
company of a reduction in retail prices, 
full 1931 net income is likely to fall 

low that recorded last year. How- 


JULY 11, 1931 














Guaranty Trust Company 
of New York 


140 Broadway 
LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 





Condensed Statement, June 30, 1931 














RESOURCES 
Cash on Hand, in Federal Reserve Bank, 
and due from Banks and Bankers.............-. $ 368,242,525.51 
U. S. Government Bonds and Certificates............. 313,444,776.29 
PR CURE, 5G areiete ssi c.ecdyerdls 008 Sn 60.6 wb oe 0:Se'o oy 68,357,564.44 
Stock of the Federal Reserve Bank..............++. 7,800,000.00 
NR re Cee a ee 48,236,634.10 
Loans and Bills Purchased ............ CL, Gener: 911,945,373.34 
Real Estate Bonds and Mortgages ..............e00. 2,194,317.39 
Items in Transit with Foreign Banches.............. 2,854,471.21 | 
Credits Granted on Acceptances... .........-e2se008 117,787,803.27 
RNeeG TRIIENER IEE. 6-5: 4.0. 0i's 016/10) 0 00-0 0,0. byblete 4sblely © oleleelee 14,668,077.29 
Accrued Interest and Accounts Receivable........... 7,384,998.23 
$1,863,116,541.07 
LIABILITIES 
MET PN dick tha e's bel edis ay wlet ates $ 90,000,000.00 
Serene PIIMNNR 555 5.6 alto e904 ictejesarsiere oe 170,000,000.00 
Undivided Profits ................ 38,426,966.48 





$ 298,426,966.48 


Outstanding Foreign Bills ......... Pee eae pee 291,808.00 
Accrued Interest, Miscellaneous Accounts 

Payable, Reserve for Taxes, etc. ..........2+++5 8,594,041.22 
Agreements to Repurchase Securities Sold........... 4,615,072.00 
PIRES ola d 0 ie 6 6: 5\4.9'6, 60 AO 6 9 0.40.0 <4 010650 8016 117,787,803.27 
Liability as Endorser on Acceptances 

MPMIEPUIO TT) ROUNE. 5 ia.e. 6. 6. 6.406 0.0 /ssele oi 5/8 ciearrie's ee 80,665,916.60 
NP INIMINEL 576-0" s\ 0/05 319.6 01916. €.0'S. 010% 16 $1,288,048,551.21 
Outstanding Checks ........... 64,686,382.29 1,352,734,933.50 





$1,863,116,541.07 























E, extend the facilities of our 
organization to those desiring 
information or reports on compa- 
nies with which we are identified. 





Electric Bond and Share Company 


New York 


Two Rector Street 
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IMPORTANT ISSUES 
Quotations as of July 1, 1931 


1931 


Name and Dividend 
Aluminum Co. of Amer 
Amer. Commonwealth Pr-A 

(Stk. 10%) 

Amer. Cyanamid ‘‘B’’ 

Amer. Dept. Stores 

Amer. & Foreign Pwr. War.. 
Amer. Founders 

Amer. Gas Elec. (1) 

Amer. Laundry Mach. (2).... 
Amer. Superpower (.40) 
Assoc. Gas Elec. ‘‘A’’ (1)... 


Brazil T. L. & P. (8% stk.). 
Central Stat. El. (10% stk.) 
Cities Service (.30) 

Cities Service Pfd. (6) 
Commonwealth & South. War. 
(.12%).... 


Com. Water Ser. 
Cord Corp. 
Crocker Wheeler 
Deere & Co. (1.20) .... 
Durant Motors 

Elec. Bond Share (6% stk.).. 
Ford Motor of Canada A (1.20) 
Ford Motors, Ltd. (.86%).... 
Fox Theatre A 

Gold Seal El 

Goldman Sachs T 

Gulf Oil (1.5) 


1931 

Price Range 
Name and Dividend High 
Hudson Bay M, & 8 
Humble Oil (2%) 72 
Insull, Invest, Inc. (6% stk.) 49% 
Internat. Pet, (1) 15% 
International Utilities B 
Lone Star Gas (new) (.88)... 25 
Mid West Util. (8% stk.).... 25% 
Mo., Kansas Pipe Line 11 
New Jersey Zine (8) 
Niagara Hudson Power (.40). 
Niagara Hudson Pwr. A war. 

Do B war. 
Pennroad Corp. (.40) 
Public Util. Holding Corp. of 
Amer. (x. war.) 

St. Regis Paper (.60) 
Salt Creek Producers (1.40).. 
Selected Industries (allot, ctf.) 


(5%) 
Standard Oil of Ind. (2) 
Standard Oil of Ky. (1.60)... 
Stutz Motor Ca: 
Trans Lux 
United Founders 10% 
United Lt. & Pow. A (1).... 
United Gas Corp 
U. 8S. Elec. Pwr. (w. w.).... 
Utility Pow. & Lt. (1.02%).. 
Vacuum Oil (2) 


ed 


ever, in view of improved financial 
position, we are of the opinion that the 
company is well able to withstand cur- 
rent adversities, and believe that im- 
provement in general business condi- 
tions might easily be reflected in sub- 
stantially greater profits for the com- 
pany. Although the shares are ad- 
mittedly speculative, we advise further 
retention as opposed to a sacrifice sale 
at this time. 


VANADIUM CORP. 


How do you rate Vanadium common at 
current levels? Having 300 shares at 75 
I was greatly worried by the recent acute 
weakness in this stock and the passing of 
the dividend. Will you please advise me 
what to do?—S. E. C., Rome, N. Y. 


The Vanadium Corp. of America is 
the world’s leading producer of vanadi- 
um, and owns rich deposits in Peru, in 
addition to lower grade ore properties 
in Colorado. Substantially the whole 
of the vanadium business of the world 
is concentrated in the hands of the 
Vanadium Corp., only a small per- 
centage being produced competitively. 
Vanadium is one of the most expensive 
and useful metals employed in the steel 
industry and it is also used as an alloy 
with copper, in the manufacture of 
dyes and indelible inks and in the air- 
plane industry. Earnings of the company 
in 1930 showed a sharp decline, because 
of the lessened activity of the industries 
served by the Vanadium Corp., $3.04 
a share being reported as against $5.26 
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in 1929 on a smaller capitalization. Of 
the total amount earned in 1930 only 
$1.15 was derived from operations, the 
remainder being derived from sale of 
its own stock. An important factor 
for the future is the company’s new 
titanium plant in Virginia. Titanium 
dioxide is used as a white pigment in 
the paint trade. Most of the require- 
ments of this country are imported, and 
Vanadium’s deposits in Virginia are 
the largest known in the United States. 
The stock is considered highly specula- 
tive because of the comparatively small 
number of shares outstanding, and is 
subject to wide market movements. 
While early resumption of dividends is 
hardly in prospect, due to the fact that 
large sums have been and are being ex- 
pended for development, improvement 
and expansion, the company holds an 
important position and its products are 
essential. With any sharp recovery in 
the market, this issue likely would be 
among the first to participate, and we 
suggest that you maintain your equity 
as a long term speculation, ignoring 
day to day market turns. 


TEXAS GULF SULPHUR CO. 


What is the outlook for Texas Gulf 
Sulphur common and the status of the $3 
dividend? Holding 300 shares at 60, J 
was glad to see the quick rebound from 
the low of 29%. Shall I continue to re- 
tain?—S. E. M., Berwyn, Ili. 


Texas Gulf Sulphur Co. ranks as the 
largest enterprise in its field, and to- 


gether with its nearest competitor con. 
trols approximately 75% of the world’s 
known supply of sulphur. The com- 
pany’s reserves were considerably en- 
hanced recently through the acquisition 
of important sulphur rights through 
long term leases, covering acreage in 
the Boling Dome in Wharton County, 
and the Long Point Dome in Fort Bend 
County. With these additions, the 
company’s reserves are now said to be 
sufficient to enable operations for the 
next forty years. Under the terms of 
the leases, 50% of the profits derived 
from the properties are to be returned 
to Texas Gulf Sulphur until the entire 
initial cost of development has been 
paid. Thereafter, profits are to be dis- 
tributed equally between the company 
and the lessors. Earnings record of the 
company prior to last year reveals an 
upward trend, the high record for the 
company being established in 1929, 
when net equalled $6.40 a common 
share against $5.72 a share in 1928. 
Reflecting lower demand for the com- 
pany’s products, earnings declined in 
1930 to $5.50 a share, which trend has 
continued thus far during the current 
year. Net for the initial quarter of 
1931 amounted to 96 cents a share, 
compared with $1.50 a share in the 
corresponding period of 1930. Second 
quarter results are likely to make an 
even less favorable comparison. Recent 
reduction in dividend rate on the com- 
mon stock to an annual basis of $3 a 
share, indicates that little improve- 
ment is anticipated during the early 
future. However, the company enjoys 
a strong financial position, and since 
current prices for its shares appear to 
‘discount existing conditions, we are in- 
clined to counsel further retention of 
commitments made at higher levels, 
with a view toward longer term de- 
velopments. 


S. S. KRESGE Co. 


Can you tell me what seems to be re- 
tarding the market action of S. S. Kresge 
common? I was hoping that it would 
reflect the strength in Woolworth but so 
far it has not gone forward to any ap- 
preciable extent. My holdings consist of 
300 shares at 30. Is there any prospect 
of some action soon?—H. A. H., Lorain, 
Ohio. 


S. S. Kresge Co. ranks as the second 
largest enterprise in its field, operating 
686 stores, of which 32 are located in 
Canada. The company’s stores are di- 
vided into two classes, namely—‘- to 
25-cent units, and 25 cents to $1 stores. 
Recent bulletins indicate that the com- 
pany’s expansion program for 1931 in- 
volves the addition of about 30 new 
units. Sales and profits of the 25 cents 
to $1 stores, of late, have been ad- 
versely affected by keen competition 
from department and specialty stores. 
However, the management has taken 
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Substantial Profits Are 


oF is at just this point that you should subscribe 
to THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street in order to profit 
now through our Trading Advices and prepare 
for the; important swings that will follow. 


The indieations are that wide fluctuations in the 
general market and selected securities will be 
caused by the many significant factors at hand 
right now. Here are a few of them: 


Publication of second quarter reports. 

Developments in war debt relief plan. 

Hearings on the petition of the rail- 

roads for a 15% increase in freight 
rates—scheduled to start July 15. 

4. Seasonal pick-up in certain industries. 


These emphasize the necessity of providing yourself with 
the definite counsel of our market and security specialists 
who will analyze and determine for you the probable 
effect of all new developments and help you make con- 
sistent profits while safeguarding your principal. 


Permanent Upturn Likely to Come Abruptly 


Just as the War Debt Moratorium Plan caused the sharpest advance 
since November, 1929, the permanent upturn from the present period 
of depression may get under way abruptly so that the unadvised 
investor and trader will lose the cream of the upmoves. 


We want to guide you in taking full advantage of the exceptional 
opportunities that will exist when the definite turning point is ac- 
tually at hand—opportunities that will bring you quick and substan- 
tial profits with a minimum of capital and risk. 

You may test our service for 6 months for $75. Only 8 points profit 
on‘ 10 shares will more than pay for this test and it may make and save 
you thousands of dollars during the coming months. 











in the Making 


Consultation Privileges 


On receipt of your subscription to THE 
INVESTMENT AND BusSINESS Forecast, 
our Personal Service Department will 
analyze your holdings and advise you 
what to retain and what to close out. 
They will take into consideration the 
nearby prospects of each security, its 
technical position as well as its funda- 
mental worth. The only restriction is 
that you limit each inquiry to twelve 
securities in order to facilitate our 
reply to you. 


You will be entitled to these consulta- 
tion privileges throughout the entire 
term of your subscription and may 
inquire by wire or mail as preferred. 
You can then gradually place your 
funds in recommendations in our reg- 
ular departments, 


Definite and Continuous 
Counsel 


In following our recommendations you 
have the assurance of knowing that 
you will be definitely advised not only 
what commitments to make, but when 
to close them out or cover. Once a 
recommendation is made it is checked 
daily by our specialists and carried in 
a continuing table every week with 
definite advice as to whether any ac- 
tion should be taken in connection with 
it. You, therefore, are never in doubt 
as to our judgment of the market posi- 
tion of any security that we have 
recommended. 


This Complete Service for Six Months Only $75 


(a) (b) 
Investments Mainly for In- Investments for Income 
paying common stocks, en- 


titled to investment | rating, 
with good profit possibilities. 


for enhancement in value 
due to investor demand. 


Speculative Investments 
bilities for price apprecia- 
tion over a moderate period. 
Recommended and carried in 


(d) 


come but with possibilities | and Profit. Sound dividend- | | that offer outstanding possi- | | the intermediate swings 


Recommended and carried in 
our Bond and Preferred 
Stock Departments. 


Recommended and carried in 
our Bargain Indicator. 


our Unusual Opportunities 
Department. 


ducing securities). 


So that you may take immediate steps to place your present portfolio on a sound and profit-pointing basis, 


send us with your subscription a list of your security holdings for our analysis and recomm 
pee ee eee MAIL THIS COUPON TODAY 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 42 Broadway, New York, N. Y. 


THe INVESTMENT AND 


Bustness Forecast 


datian 





July 11 


Cable Address: TICKERPUB 


of I enclose $75 te cover my six months’ test subscription to The Investment and Business Fore- 
cast. I understand that I am entitled to the complete service outlined above. 


: cover a 13 months’ subscription.) 
The Magazine 


of Address 


Wall Street 


descri in 


OTelegraph me collect the current Bargain Indicator recommendation and thereafter as 


C) Telegraph nag collect the current Unusual Opportunity recommendation and thereafter as 
in 


descri (c). 





a O Telegraph me collect the current Trading Advices and thereafter as described in (d). 
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Trading Advices through 


(for the purpose of secur- 
ing profits that may be 
applied to the purchase of 
investment and income-pro- 


($150 will 














Bank, Insurance and 
Investment Trust Stocks 














Quotations as of Recent Date 


BANK AND TRUST COMPANIES 
Bid 

Bank of America (2) 4414 
Bank of N. ¥. & Trust Co. (20).. 540 
Bankers (3) 93% 
Brooklyn (20) 
Central Hanover (7) 
Chase (4) 


Corn Exchange 
Empire (3.20) 
First ——— 


INSURANCE SHARES—Continued 


SURETY AND MORTGAGE COMPANIES 
American Surety (4) 53% 
Lawyers Mortgage (2.80) 

National Surety (2) 
JOINT STOCK LAND BANKS 
2 


Des Moines 

First Carolina 
Lincoln 

Southern Minnesota 


INVESTMENT TRUST SHARES 
Amer. Founders Trust 6% Pfd 
se. 8. eae 41 
Diversified Trustees Shares A 
Do Series B 


Do 6% Pfd 
Shawmut Bank 
U. 8. & British Internl. B 


U. 8. Electric Lt. & Pr. “A” 30% 


SS EEEEE____—_—_—_————— 


steps to offset this unfavorable develop- 
ment through local advertising medi- 
ums. Sales for the first five months of 
1931, declined 1.2% from those of the 
corresponding period of the preceding 
year. Expenses have been reduced to 
the minimum consistent with efficient 
operation of its units, which factor 
should allow a slight improvement in 
net results during the course of the 
current year. Thus, we are of the 
opinion that net income of $1.90 a 
share registered in 1930 should be ex- 
ceeded by a fair margin in 1931. 
Financial position of the company as 
of December 31, 1930, was strong; 
current assets amounted to $30,160,239 
consisting of $11,154,533 cash, $1,319,- 
562 marketable securities and $16,596,- 
714 inventories (carried at cost or mar- 
ket whichever was lower), against cur- 
rent liabilities of $8,186,084, leaving 
net working capital of $21,974,155. 
We counsel the exercising of patience 
on the part of present stockholders, be- 
lieving that results achieved over a rea- 
sonable period of time should prove 
remunerative. On the other hand, we 
advise against hastening additional pur- 
chases. 


——_- - 


GOLD DUST CORP. 


It was a surprise to me to see Gold 
Dust common break 25 but thanks to 
your advice I held on. My holdings con- 
sist of 500 shares at 45. What do you 
counsel now? Why have earnings on this 
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supposedly depression-proof stock de- 
creased so sharply this year? Are they 
likely to recover just as rapidly?—M. M. 
J., Laurel, Miss. 


Hardly an American family is not 
familiar with the “Gold Dust Twins.” 
However, this trade-marked washing 
powder, along with soaps and shoe 
polish, formerly identifying the com- 
pany, represent but a small part of the 
business carried on by the present Gold 
Dust Corp. Re-incorporated under the 
laws of New Jersey in 1928, the pres- 
ent enterprise represents a consolida- 
tion of the old Gold Dust Co., Ameri- 
can Linseed Co., and Standard Milling 
Co. In addition to the above products, 
the company’s line consists of nut but- 
ter, margarine, salad dressing, “Heck- 
er’s Superlative Flour,” “Hecker’s 
Farina,” “Force” and many other well 
known products. Expansion of Gold 
Dust Corp. has been rapid, but con- 
servative, acquisitions being confined 
solely to old established enterprises, of 
proven profitableness. This policy, 
coupled with the safety of diversifica- 
tion and centralization of control, 
should make progress a certainty. Re- 
flecting lower sales volume, earnings in 
1930 declined 12% from those of the 
preceding year, net results amounting 
to $3.51 a common share against $4.06 
reported in 1929. Current earnings of 
the company are being adversely 
affected by the low price of butter, 
which accounts for the lower sales vol- 


ume of Nucoa nut butter, a margarine 
product, and adverse factors in the 
flour mill division. However, the com- 
pany entered 1931 with an excep 
tionally strong financial position, cash 
and call loans alone amounting to $7, 
823,131. Despite the fact that the 
company retired the balance of its 
bonded indebtedness, consisting of $1, 
000,000 of the old American Cotton 
Oil 5s, due May 1, 1931, it was re 
cently reported that cash balance ap- 
proximated $10,000,000. When con- 
sideration is given to the efficient man- 
agement and more favorable long term 
prospects, liquidation of present com- 
mitments would be a sacrifice, and we 
advise against such action. Moreover, 
since present dividend rate appears rea- 
sonably secure, we believe that moder- 
ate accumulations will soon be justified. 








Laclede Gas Light 
(Continued from page 389) 








not yet been fully reflected. From an 
earnings point of view the bonds may 
be considered to be in a satisfactory 
position. The depreciation policy of 
the company is in accordance with 
orders of the Public Service Commis 
sion of the State of Missouri, whereby 
11% is set aside annually on the orig- 
inal cost of the depreciable property 
for renewals and replacements. 

The First Collateral Refunding “C” 
54s of 1953 are redeemable at any 
time on thirty days’ notice at 105 prior 


_to February 1, 1933; thereafter to 


February 1, 1943, at 103; thereafter at 
102 except during the last six months 
when they are redeemable at 100. 
The bonds are listed on the New 
York Stock Exchange where they are 
currently selling for about 100, at 
which price they return the purchaser 
a yield of 5Y¥2%. Considering the se- 
curity behind the bond, the long estab- 
lished earnings record of the company 
and the territory of operations, this is 
an attractive yield from this type of 
bond. Although only a medium grade 
issue, large property values and a long 
record of earnings protect the bonds. 








R. H. Macy 
(Continued from page 399) 








in the enhanced value of the shares. 
On the increased number of shares the 
company began paying a regular divi- 
dend of $2 per share in 1928 but cash 
extras of $1 a share were paid in 1929 
and 1930. This has now been made 
the regular cash rate and in addition 
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the policy of capitalizing earnings is 
being continued with an annual stock 
dividend of 5%. 

Macy’s dates back to 1857 when a 
store of that name was founded at 
Broadway and Sixth Avenue by Capt. 
Rowland H. Macy, skipper of a New 
England whaler. After several changes 
of partnership, Nathan and Isidor 
Straus, crockery merchants, bought an 
interest in the enterprise in 1888. The 
Straus family obtained full control in 
1896 and moved the store to its present 
site in 1902, the plot including the site 
on which Koster & Bial’s famous old 
music hall had been located. The sons 
of Isidor Straus bought the interest of 
Nathan Straus in 1914. 

At its recent price of 85, although 
nearly 20 points above the year’s low, 
Macy stock offers a cash yield of ap’ 
proximately 3.53%. Such a yield in 
itself suggests potentialities for the fu- 
ture of the stock. Disposal of the 5% 
stock dividend annually would bring 
the cash return to a very handsome 
figure. Incidentally, the cash payment 
of $3 was covered by a margin of $1.81 
even under the adverse conditions of 
the past year. Few stocks appear to be 
as well suited for investment purchase 
when market reaction permits. 








Bendix Aviation Corp. 
(Continued from page 397) 








facturing devices for the comfort and 
safety of the flying and motor in- 
dustries. 

The automobile industry in which 
the company does the greater part of 
its business has 
of course suf- 
fered badly dur- 
ing the period | | | 
of depression HIGH 
which we have ay 
been passing | 
through, but the 
position of the 
company is 
such that when 
sustained recov- 
ery occurs in 
this huge in- 
dustry which 
seems so essential to American pros- 
perity, Bendix will attain its real stride. 
The world famous Bendix drive for 
starting internal combustion engines is 
standard equipment for about 90% of 
the automobiles manufactured in this 
country, including Ford cars. Through 
the Stromberg Carburetor Co. of 
America, Bendix is responsible for the 
carburetors of that name which are 
Widely used for automobiles and air 
plants. Shortly, a free-wheeling device 
will be introduced. Other products 
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THE LEHMAN CORPORATION 


Report as of June 30, 1931 


A copy of this report, containing a balance 
sheet as of that date, a statement of income 
and profit & loss, and a list of securities 
held, may be obtained upon request. 


ONE SOUTH WILLIAM STREET 
NEW YORK, N. Y. 
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include brakes for both automobiles 
and airplanes, ignition systems of 
various kinds, a large variety of avia- 
tion and marine navigation instru- 
ments, a number of automobile and 
aircraft accessories, and certain textile 
machines. 

The great variety of products, al- 
though within specialized fields, never- 
theless benefits Bendix in tending to- 
ward partial stabilization of its earn- 
ings. Earnings for the first quarter of 
1931, for instance, were approximately 
$798,000 after charges and taxes (in- 
cluding $221,000 non-recurring profit) 
which compares with $751,681 in the 
first quarter of 1930. On the 2,097,- 
454 no-par shares this amounts to 38 
cents and 36 cents, respectively. In 
April profits were estimated at $352,- 
000 or about 17 cents a share, so that 
dividend requirement for the period, 
which is at the rate of $1 annually was 
covered. Per share earnings in 1930 
were only 53 cents and in 1929 they 
were $3.53. 

In its own lines, Bendix appears to 
be well intrenched and considering the 
state of general business during the first 
half of this year has made an excep- 
tional showing. As improvement oc- 
curs in the automobile industry, Bendix 
will more fully benefit from its strong 
position. The future of the airplane 


is yet to come and here the outlook is 


for a broadening market. The com- 
mon stock of the company, therefore, 
represents attractive possibilities. On 
the recent price of 18, the stock re- 
turns a yield of better than 512%. 


—_- 





Borg-Warner Corp. 
(contrat nm in May, 1928, to 


control numerous companies en- 
gaged in the manufacture of 
parts for the automotive and allied in- 
dustries, Borg-Warner represents a 
company with a wide diversification of 
products within 
its OWN spe- 
cialized field. 
Through sub- 
sidiaries, the 
company sup- 
plies almost 
every important 
automobile man- 
ufacturer in the 
United States as 
well as a large 
number of for- 
eign companies. 
The two more 
important and outstanding recent fac- 
tors in the company are its association 
with “free-wheeling” in the develop- 
ment of which it is one of the pioneers, 
and the rapid expansion in the electric 
refrigeration field. 
Although in the aggregate Borg's 
automotive business is lower this year 


than last, because of depressed condi- 
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tions in the automobile industry, Borg 
has for a number of years been getting 
an increasing proportion of the avail- 
able business and this trend may per- 
haps be accelerated as business recovers. 
The individual results of Borg’s eleven 
main divisions have varied in wide de- 
gree this year. Norge Corp., the sub- 
sidiary which manufactures electric re- 
frigerators has been showing sales 
double of those in the corresponding 
period last year, and further expansion 
in this division is probable. Transmis- 
sion sales, which include free-wheel- 
ing, have shown a decided increase and 
this too should continue as more auto- 
mobile manufacturers adopt this as 
standard equipment. 

Radiator sales have held up well, but 
the sales of clutch division, of the 
Morse Chain division, and the Rock- 
ford Drill division have fallen below 
those of 1930. Other products include 
carburetors, axle gears, universal joints, 
farm machinery equipment, machine 
tools, power chains, and industrial 
power transmissions. | New products 
for the motor industry are being de- 
veloped which will be brought out 
later. 

During the first few months of the 
present year, the company’s business 
was about 70% of that of the corre- 
sponding period of a year ago, al- 
though net income suffered more drasti- 
cally. In the first quarter of 1931 the 
net amounted to $0.21 per share, which 
compares with $0.84 a share the previ- 
ous year. The second quarter will 
probably show considerably better 
earnings, purely from a seasonal basis. 


For the full year 1930 the common - 


earned $1.66 a share, and $6.03 in 
1929. In line with the lower trend of 
earnings, the dividend has been cut 
until the rate now is $1 per share, 
which on the recent price for the stock 
at 20 returns a yield of 5%. The 
strong position of the company, finan- 
cially as well as in the industry, make 
it a candidate for rapid recovery when 
business, particularly in the automobile 
industry, is again on the up trend. 








Stock Market Manipulation 
(Continued from page 403) 








had ventured at last into the bear 
camp. All that was needed then was 
constructive news and a little timely 
prod from the bulls to stampede the 
bears, and thus lift the dense pall of 
gloom. The news came opportunely, 
and apparently out of a clear sky, dur- 
ing the first week in June. “Railroads 
Apply for 15% Freight Rate Increase.” 
“Leading Financial and Brokerage 
Houses Reduce Standard Margin Re- 
quirements to 20% from 25%.” The 
latter announcement, as a gesture of 


confidence, proved especially electrical 
in effect; for it was recalled that a simi- 
lar cut in margin requirements had 
served to check wholesale liquidation 
toward the end of the panic of 1929, 
Next came the President’s proposal of 
a moratorium on foreign debts. 

The chief lesson to be derived from 
this incident is that inside buying alone 
failed to check the decline; but what 
did finally turn the trick was a clever 
piece of psychological strategy which 
succeeded in suddenly reversing the 
public’s emotional attitude toward the 
market. This is a familiar adjunct to 
the technique of manipulation, which 
will be enlarged upon in our next issue, 








What’s Ahead in the 
Stock Market? 
(Continued from page 375) 








in such fundamental indexes that re- 
vival can carry much meaning. 

Money is easier than ever, for in 
buying Government bonds for the first 
time in months the Reserve System is 
employing its final inflationary weapon. 
It remains to be seen whether this will 
be any more effective than previous 
easy money gestures. Commodity 
prices continue their slightly improved 
performance but it is too early to judge 
whether this also is a sentimental rally 
or a genuine turn. Perhaps the bright- 
est spot in the picture is retail trade. 
Consumption goods are in better de- 
mand. This is the normal, logical, sane 
road out of depression, a slow but sure 
one. It is to be hoped that returning 
confidence will smooth its bumps but, 
regardless of the character of the spon- 
sorship, reckless driving in the markets, 
as elsewhere, remains dangerous. 








High Cost of Government 
Must Deflate With 
Business 
(Continued from page 378) 








Incidentally, such persons are un- 
justly penalized as compared with in- 
dividuals and partnerships in business 
because indirectly they have to stand 
the 12 per cent normal tax of corpora: 
tions as against the minimum of 1 
and the maximum of 5 per cent of 
those groups. 

The time has come to call a halt on 
taxation and wasteful and graftful ex- 
penditures—or the country will be 
permanently depressed commercially. 
Its standard of living will be lowered 
by the diversion of its income to unpro- 
ductive channels, at the cost of business 
curtailment, reduction of profit and 
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stoppage of expansion of business en- 

rise. Government is essentially and 
incorrigibly wasteful—for example, 
it has been calculated that a private 
corporation could run_ the Postoflice 
Department for a third of what it is 
costing and make money. But waste 
can be checked and reduced, and it 
is possible to draw a dead line on 
further multiplication and expansion 
of governmental activities. It can only 
be done through every citizen realizing 
that government is a grave pocket- 
book concern with him. Congress, 
legislatures and city councils are not 
primarily guilty of excessive expendi- 
tures and oppressive taxes. They are 
but the servants of the people. They 
have spent like drunken sailors because 
the people have either urged or per- 
mitted them to. The business man 
must look on government as an enor- 
mous expense factor in his business 
which is beyond his individual control, 
the investor must consider it as a con- 
fiscator of dividends and each must act 
accordingly. Business must go into 
politics as a business matter or forever 
face exhausting drains, drains that 
will ultimately stupefy if not paralyze 
it. 








Stocks Which Sell Close to 
Quick Asset Value 


(Continued from page 385) 








low placed a value of only approxi- 
mately $700,000,000 on all of the cor- 
poration’s properties and fixed assets. 
This sum compares with a book value 
of $1,677,000,000, a figure arrived at 
only after the most conservative de- 
preciation reserves. It compares with 
a cost in excess of $2,350,000,000, or 
more than three times the market ap- 
praisal of the common stock. 

More than fifteen years ago the 
value of the company’s railroad sub- 
sidiaries was placed by the Interstate 
Commerce Commission at more than 
$200,000,000. Its shipping fleet is 
worth millions. Excluding these two 
items, the recent market appraisal ap- 
parently regarded all other physical 
Properties as worth not more than ap- 
proximately $350,000,000. Yet this 
sum is considerably smaller than was 
= for —— Steel in 1901. It 
Ompares with approximately $175,- 
000,000 which the sepaiiion spent 
or new properties in 1930 alone. 

€ automotive industry presents 
many notable examples of stock market 
tegard for financial strength, al- 
though, unlike steel, the industry is one 
of relatively high return upon invested 
capital. No other industry is in gen- 
eral so free of bonded debt, bank loans 
and preferred stocks. The average 
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company in this field is liquid to an 
unusual extent, some indeed possessing 
a liquidity that not a few banks might 
well envy. In most cases capitalization 
consists simply of one class of stock. 

It need hardly be said that this busi- 
ness is highly competitive. In view of 
this fact and a decidedly unstable earn- 
ings record on the part of most com- 
panies, it is obviously a field of in- 
vestment and speculation requiring 
rigid discrimination. Present financial 
strength is in no sense an absolute 
promise of future profit. Nevertheless 
it is a primary factor to be considered 
at a time when market prices appear 
to appraise the future as so utterly 
hopeless. Dividend distributions have 
already been sharply curtailed. Unless 
we are to assume that the depression 
will last in full fury for another four 
or five years, there is scant reason to 
believe that the industry will dissipate 
its quick assets. Generally speaking, 
the necessity for important expansion 
in capital investment is absent. Work- 
ing capital, strength should logically 
tend to limit any further market defla- 
tion below the recent bottom quota- 
tions in most instances. 

In pointing to the position of some 
of the automotive issues there is no 
intention here of ranking them or of 
recommending their purchase at pres- 
ent levels. Chrysler, before regaining 
some of the speculative favor in the 
recent rally, sold as low as $12.50 per 
share, yet net working capital amounts 
to $15.25 per share, the company hold- 
ing $49,977,000 in cash and market- 
able securities. The recent low price 
appraised factories, equipment and 
management as worth nothing. 

Nash Motors, with $38,695,000 in 
cash and Government bonds, or $14.25 
per share, sold at a low of $20, allow- 
ing only $5.75 per share for plants, 
equipment and other assets. The low 
in Reo recently was $6 per share, 
whereas holdings of cash and Govern- 
ment bonds amount to $5.45 per share 
and net working capital to $8.73 per 
share. Hudson's net working capital, 
according to its latest balance sheet, is 
$12.40 per share or more than the 
stock’s recent low of $11 per share. 
Net working capital per share on Borg- 
Warner is $10.30 as compared with its 
recent low of $14.50. Stewart Warner, 
with net working capital of $7.30 per 
share, has recently sold as low as $8. 

Although the importance and inter- 
est attaching to these figures are les- 
sened by fast rally, they would become 
more prominent again on any substan- 
tial decline. Moreover, the factor of 
liquid resources which they represent 
should have a permanent place in the 
mind of every investor and speculator 
on the watch for opportunity, since it 
offers inherent promise both of min- 
imizing the risk and widening the pos- 
sible profit. 











KEEP POSTED 


The books, booklets, circulars and spe- 
cial letters listed below have been pre- 
pared with the utmost care by business 
houses advertising in this issue. They 
will be sent free upon request, direct 
from the issuing houses. Please ask for 
them in numerical order. We urge our 
readers to take full advantage of this 
service. Address, Keep Posted Depart- 
ment, Magazine of Wall Street, 42 Broad- 
way, New York City. 








“ODD LOT TRADING” 
John Muir & Co., members New York Stock 
Exchange, are distributing to investors 
their booklet ‘‘Odd Lot Trading,’’ which ex- 
plains the many advantages diversification 
offers to large and small investors. (225). 

THE BACHE REVIEW 
A summary of the general financial and 
business situation, published every week by 
J. 8. Bache & Co., 42 Broadway, New York. 
Sent on application. In writing please 
mention the Bache Review. (290). 

MAKING PROFITS IN SECURITIES 
Are you profiting by the major and also the 
minor swings of the market? If not, you 
will be interested in the above booklet is- 
sued by a leading financial service in New 
York City. (377). 

A COMPLETE FINANCIAL LIBRARY IN 11 VOLUMES 
These eleven Staudard Books, published by 
The Magazine of Wall Street, cover every 
phase of modern security trading and in- 
vesting. Available at new low prices. 
Write for descriptive circular. (752). 

WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, a 
security advisory service, conducted by The 
Magazine of Wall Street, definitely advises 
subscribers what securities to buy or sell 
short and when to close out or cover. (783). 

TRADING METHODS 
The handbook on Trading Methods, issued 
by Chisholm & Chapman, contains much 
helpful information for traders, A copy 
will be sent to you upon request together 
with their latest Market letter. (785). 

“UNITED FOUNDERS CORPORATION” 
is the title of a booklet containing a com- 
plete and up-to-date statement of the his- 
tory, investment policies and affiliations, 
etc., of United Founders Corporation. Copies 
may be obtained by addressing 789. 

PARTIAL PAYMENT PLAN 
An old established New, York Stock Ex- 
change house invites the purchase of high 
grade listed securities on monthly time 
payments. Descriptive booklet of plan sent 
on request. (813). 

DO YOU SAVE REGULARLY? 

Subscribe to the monthly installment shares 
of the Serial Building Loan & Savings 
Institute, a building and loan association 
operating under strict state supervision. 
Send today for descriptive literature. (835). 

INVESTMENT PROFIT INSURANCE 
The most logical form of investment profit 
insurance is represented by the personal and 
continuous counsel rendered by the Invest- 
ment Management Service. Write for full 
information. No obligation. (861). 

“A 33% BUSINESS INCREASE 
In A So-Called Depression Year’’ is a book- 
let showing the accomplishment by Credit 
Service, Inc., of increasing business during 
the first six months of 1930, as compared 
with the first six monthg of 1929. (862). 

STOCK EXCHANGE SERVICE FOR SMALL INVESTORS 
M. C. Bouvier & Co. have recently issued 
this interesting booklet covering their 
methods in executing orders for small in- 
vestors, A free copy will be forwarded 
upon request. (865). 

A SURE INCOME OF 5% T0 7% 
is made possible by the building and loan 
method of operation in Colorado, where 
state supervision is maintained. Booklet 
876 of Colorado’s largest guaranty capital 
association tells why. 

“THE NEW ECONOMIC ADJUSTMENT POLICY’’ 

A booklet issued by The Equitable Life As- 
surance Society explains just how this new 
policy will benefit you and your family. 
Features low initial premium with conve- 
nient adjustment options after 5 or 10 years 


(879). 

‘A CHAIN OF SERVICE” 

describes and illustrates the history and 
development of the Associated Gas and 
Electric System. A complimentary copy 
will be forwarded simply by requesting 


884. 
INVESTOGRAPHS! WHAT ARE THEY? 

Charts showing progress of earnings and all 
important supplementary data on 250 Stock 
Exchange listings. Also tables giving a 
complete exposition concerning actual op- 
erations of companies under consideration, 
Wxplanatory booklet 888 upon request. 
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Examining the Stock 
Exchange Machinery 
(Continued from page 405) 








minority of successful speculators. 
This, however, is a very small part of 
the picture. The bulk of the specu- 
lator’s losses in securities obviously is 
translated ultimately into profits for in- 
vestors. That is, investors in boom 
times sell stocks to speculators at high 
prices and in hard times buy specu- 
lative holdings at bargain prices. The 
results are not so simple in the case of 
commodity speculation. The losses of 
the wheat speculator, for example, 
sometimes benefits the farmer and 
sometimes the consumer, since a bull 
speculation enables the farmer to get 
more for his product while the reverse 
swing of the pendulum enables the 
wheat consumer to buy to greater ad- 
vantage. But the matter goes still 
deeper than this. The function of the 
speculator is invaluable in maintaining 
a free and efficient market. Few realize 
that he actually pays the cost of run- 
ning the market, provides free insur- 
ance for real buyers and sellers and, at 
least in the case of the great majority 
of speculators, donates a bonus beside 
to the original producer or to the con- 
sumer. 








To Get Copper Out of 
the Red 


(Continued from page 383) 








Perhaps the most comprehensive 
analysis of copper costs applicable to 
normal conditions in production is that 
made by A. B. Parsons, covering 1928, 
and published in the June, 1929, issue 
of the Engineering © Mining Journal. 
This computation was based on copper 
produced as distinguished from copper 
sold; the work brought out the con- 
clusion that 72 per cent of the copper 
produced in North and South America 
was made “after depreciation” at less 
than 10 cents per pound. This figure, 
however, was based also on something 
like capacity production; volume is one 
determining factor, a cut in daily 
tonnage sends costs up almost perpen- 
dicularly, and by far and away the 
greater part of tke’ world’s copper 
comes now from low grade ore bodies, 
where tonnage is a chief condition 
precedent. 

In endeavoring to make any com- 
parisons as to the organizations which 
may best weather the current stress, 
thought goes instinctively to the large 
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and more completely integrated com- 
panies. 

Anaconda claims first consideration, 
because it is the world’s largest pro- 
ducer of copper and of zinc, the larg- 
est fabricator of copper and brass, and 
the world’s largest buyer of copper. 
Ordinarily Anaconda’s output equals 
20 per cent of world production. 
Anaconda’s costs are too complicated 
to admit of analysis as a whole. Chile 
and Andes no longer report separately, 
but 1928 costs are available. In 1928, 
Chile produced 265,863,517 pounds of 
copper at a cost, according to the com- 
pany’s report of 8.271 cents per pound. 
Mr. Parsons’ calculation was 5.42 
cents; these figures in each case being 
“after depreciation.” In 1930, Chile's 
output was cut to 179,191,243 pounds 
and one may be well assured that costs 
topped 8 cents per pound. Andes’ 
costs, On an output of 104,057,057 
pounds in 1928 were reported as 7 
cents; Mr. Parsons’ calculation was 
5.88 cents. In 1929 Andes’ output 
was pushed up to 162,663,775 pounds 
and the reported cost was 9.44 cents. 
In 1930 its output was down to 94,046,- 
000 and costs must have increased very 
substantially. 

Kennecott’s low-cost producer, 
Braden, also in Chile, does not report 
its costs separately, but at capacity they 
may be figured safely around 7 cents; 
with production down from more than 
218,000,000 pounds in 1928 to 161,- 
986,000 in 1930, Braden’s copper must 
cost more than 8 cents. 

The other large producers in the 
Kennecott group, Utah Copper and 
Nevada Consolidated give us the best 
indication of how curtailment makes 
grief for the cost accountant. D. C. 
Jackling, as president of the Nevada 
Consolidated said in the company’s re- 
port for 1930: 

“The total production of refined 
marketable copper for the year (1930) 
from all the mines (Nevada Consoli- 
dated, Ray and Chino) was 141,980,- 
173 pounds, the cost of which, before 
Federal taxes, but including all other 
taxes, together with all general ex- 
penses and accounting charges for 
depreciation of plant and equipment, 
and after crediting the value of gold 
and silver and miscellaneous charges 
was 10.85 cents per pound, as com- 
pared with 9.53 cents per pound, simi- 
larly computed for the year 1929. This 
rise in the cost of producing copper 
was due solely to the necessarily dras- 
tic and increasing curtailment in out- 
put, accompanied by the continuation, 
in the first half of the year, of the 
high wage scale of 1929.” 

Costs in 1928 were 8.78 cents, when 
output was 268,462,629 pounds. 

Utah Copper is in similar plight: 
Production 1930, 166,522,955 pounds; 
costs 8.47 cents. Production, 1929, 


306,527,513 pounds; cost 6.65 cents, 
Production, 1928, 273,823,531 pounds; 
cost 6.38 cents. The Company’s an- 
nuai report says: 

“The increase in mining, milling and 
metal costs is due entirely to curtail- 
ment of operations and production, 
which were reduced on an average for 
the year to less than 50 per cent and 
in the later months to below 40 per 
cent of capacity.” 

The Katanga (the Union Miniere 
du Haut Katanga) is in a way a 
project of the Belgian government, in 
the Belgian Congo. In 1929 the com- 
pany, which operates some seven widely 
scattered properties in its mineralized 
area, assumed first place among the 
producers in the way of output. The 
management has seen fit to build up 
production, while elsewhere through- 
out the world mines were cutting down. 
This might seem to indicate that 1t is 
not in complete harmony with the 
Copper Exporters, Inc., of which 
organization Katanga was a member 
for a number of years, and, is still, so 
far as the public is informed. There 
are no figures available upon which to 
make any calculation as to the cost of 
the company’s copper. Production in 
1930 was 308,600,000 pounds; in 1929, 
302,012,000 pounds; in 1928, 247, 
920,000 pounds. From this persistence 
in output, it may be deduced that the 
Belgian government desires to make a 
substantial show of continuous prog: 
ress in the Congo, even if operations 
show no profit, rather than suffer the 
loss of prestige and the general slowing 
down of her Colonial development that 


’ would take place in the event of a shut- 


down of the mines. The best authori- 
ties agree that there can be no profit 
in copper from the Congo at the pres- 
ent market. 

The developing properties of north- 
ern Rhodesia, in South Africa, must 
be taken into account in any survey 
of the copper situation. There will 
be some 200,000,000 pounds of new 
copper to be absorbed in 1932. 

The Roan Antelope has just started 
the first unit of its mill, eventually to 
consist of five units, expected to pro- 
duce somewhere from 100,000,000 to 
150,000,000 pounds of copper. The 
Mufulira or the N’Kana will be, one 
or the other, the next producer to join 
the ranks. The first named is expected, 
when actually in production to turn 
out 60,000.000 to 75.000.000 pounds 
and the N’Kana 125,000,000 to 175,- 
000,000. Some time in 1934 the Rho- 
congo will add another 50,000,000 
pounds to Rhodesian totals. 

When one of the principal interests 
in Rhodesia was asked if the present 
situation would delay developments, 
the reply was that, unfortunately delay 
was impossible, equipment was being 
installed and the momentum already 
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ined was such that there remains no 


alternative except to proceed and make 

St ce tne a'mighy efore © ||| BUILDING AND LOAN ASSOCIATIONS 
bring production into balance with con- 
sumption. Certainly there is no hope 
of adequate profit for South America Calacads Celuaeis 
or South Africa in a battle for the 
market at anything like present prices 
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larger producers. A wholly integrated by either coupon or check, our 
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point of the first steps of fabrication $50.00 to $5,000.00, offer you— 
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make some cheap copper; but here the Safe:y of Principal Certs cates 
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Calumet & Arizona has a great low- 
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in 1929. In 1926, 1927, and 1928, 
the latter being the last year of in- 1510 Glenarm St., Denver, Colo. 1644 Welton Street : Denver, Colorado 


dependent operation of the New Cor- 

nelia made each year around 75 to 

80 million pounds of copper at a re- Tennessee New York 

ported cost under 6 cents per pound. 

The Ajo could probably show some Siiiiies 
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aving systematically is 
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manner in which the market now ap- 
praises the leading producers is shown 
in the accompanying table. 

The world now has refinery capacity 
able to handle 6,674,000,000 pounds of 
copper annually, so that it is plain that 
in both raw material and finished prod- 
uct the consumers are not to lack. 

On the other hand if copper industry 
is to witness any return of its former 
prosperity it cannot hope to utilize 
anywhere near this capacity. Indeed 
as previously said the salvation of the 
copper situation lies in a shutdown 
of all high cost producers and possibly 
even some who, by earlier standards, 
were regarded as lower cost. 

Only in this manner can a great 
industry be rescued from depression 
and a valuable natural resource be 
saved from being wasted in the same 
manner that our timber resources have 
been wastefully impaired. In this lat- 
ter phase of the question there is one 
element of satisfaction; there is almost 
no copper that is worn out. It is the 
indestructible metal. Year by year 
there is more scrap copper available, 
which is a happy thought when we con- 
sider that even with South Africa's 
huge additions. the world will ulti- 
mately need all of the copper that is 
now in the ground as well as that 
which is surplus stock for the moment, 
and that which is in use, the product 
of past years. 








Canada Uses New Tariff to 
Lure American Dollars 


(Continued from page 380) 








tions; 15 investments involving about 
$15,000,000 in agricultural undertak- 
ings; 14 investments involving $5,'749,- 
000 in fishing enterprises; and 95 in- 
vestments involving $85,711,000 in 
other undertakings—a total of 500 
such investments involving $1,419,- 
727,000. To this must be added an 
estimate of 12 new investments in the 
same lines involving $46,500,000 made 
during 1930 making a grand total of 
1,036 direct investments of all kinds 
entailing a capital outlay of $2,006,- 
820,000. A very considerable propor- 
tion of the investments in paper and 
pulp concerns is in factories for the 
manufacture of newsprint paper and 
probably about half of the total invest- 
ments in these factories in Canada is 
American. Some of the investments in 
communication ancl transportation are 
supplemental to manufacturing  in- 
terests. 

The fact is that Americans are now 
manufacturing in Canada nearly every- 
thing they are manufacturing in the 
United States. Canadian factories are 
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established by Americans to serve a 
people practically the same as people 
on this side of the border in wealth, 
tastes, standards of living, and occupa- 
tions; with the same social relations 
and trends, similar political institutions, 
and in natural situation a part of the 
American economic group. The in- 
dustrial institutions on the other side 
of the border, both American- and 
Canadian-owned, are much the same as 
those on this side of the border. In 
some lines there has been special de- 
velopment as the result of especially 
favorable conditions precisely as such 
development might have been expected 
anywhere in the United States under 
the same conditions. The development 
of the agricultural machinery industry, 
for example, has been the result of the 
need of special service for the western 
and northwestern provinces of the 
Dominion in which conveniences, serv- 
ice and transportation costs have been 
the principal element. Service and 
transportation costs also figure largely 
in the development of industrial ma- 
chinery manufacturing in Ontario and 
Quebec though it may be suspected 
that the tariff factor enters more 
largely into this group. The develop- 
ment of the large cereal and lumber 
and wood product interests is the re- 
sult of the abundance of cheap raw ma- 
terials in Canada and the facility, in- 
cluding preferential tariff arrange- 
ments within the British Empire, with 
which such products can be distributed 
abroad. The establishment of Cana- 
dian branches of the American auto- 
mobile and rubber companies was also 
partly a matter of convenience and 


service for the Canadian people al- - 


though in this line also the tariff ad- 
vantage including British Empire pref- 
erentials had a large influence. It 
would be useless to argue that the tariff 
was not also an important factor in the 
establishment in the Dominion of the 
large number of factories embracing 
nearly every line of American indus- 
trial activity for such is the case beyond 
question. But the matter of prompt 
deliveries, better sales control, closer 
touch with the market, lower transpor- 
tation costs and the like were probably 
the controlling factors. 


That American industrial expansion 
into Canada is a part of its general 
expansion rather than the result of any 
special controlling reason is further in- 
dicated by the manner in which it has 
followed the ups and downs of Ameri- 
can industrial prosperity. There was 
some American industrial investment in 
Canada previous to 1910, especially 
following the Canadian preferential 
tariff of 1897, but it was not large until 
American industry commenced to ex- 
pand all over the world immediately 
previous to the world war. The war 


checked this increase for the time being 


but American activity in Canada was 
renewed in Canada, as in Europe, im 
mediately after the war and became 
very important in 1922, 1923 and 
1924. In 1924 and 1925 the Canadian 
business depression discouraged any in- 
crease in the movement but with the 
return of Canadian business activity 
and especially with the rise of Ameri- 
can prosperity from 1926 to 1929 the 
development was rapid. This develop. 
ment, however, was pari passu with a 
similar development in Europe in the 
same years—developments in Europe, 
where tariff factors were comparatively 
of less import, showing rather the bet- 
ter record of the two. 

The development of manufactures 
in Canada is the natural accompani- 
ment of the country’s development in 
all other lines. According to the Do- 
minion’s Bureau of Statistics the gross 
value of Canadian manufactures rose 
from $2,873,268,000 in 1917 to $3, 
769,850,000 in 1928, this twelve-year 
period including war and peace, booms 
and depressions and therefore likely to 
be truly indicative of the situation. It 
is only reasonable that American capt 
tal, which dominates Canadian finance 
in other respects, should have an in- 
creasing part in this industrial develop- 
ment and American participation does 
not necessarily indicate the triumph of 
any particular policy. 

The Canadian tariff has not yet run 
long enough to show its full effects 
upon general conditions in the Do 
minion and probably the statistics for 
the past two or three years eventually 
will be modified by the usual sales, 
mergers and combinations which or- 
dinarily follow the establishment of 
new American concerns abroad. Never- 
theless American manufacturing in- 
vestments in Canada are increasing 
even in a period of depression; the in- 
crease is probably mostly due to the 
general economic development of the 
two countries; the Canadian tariff is 
certainly having a part in the proceed: 
ings but that it represents anything like 
a revolutionary change in the manufac- 
turing relations of the two countries is 
something yet to be established. 








Southern Pacific 
(Continued from page 391) 








let to the Gulf of Mexico. The 
Southern Pacific would have neither, 
both of which are greatly needed for a 
proper distribution of its long haul 
trafic from the Pacific Coast. More’ 
over, much of its east and weet-bound 
traffic, except perishables from Cali 
fornia, had been taken away by the 
ever-increasing activity on the Panama 
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Canal and its distributive agencies. 

That it might be able to protect it- 
’ self against the great advantages that 
its competitors would derive in having 
north and south lines, and that it might 
have an outlet to the Gulf, and par- 
ticularly a north and south line into 
the important gateways, St. Louis and 
Memphis, it was decided to acquire 
control of “Cotton Belt.” This acquisi- 
tion would carry Southern Pacific as 
far as St. Louis on the way to Chicago. 
There seems to have been, and still is, 
some doubt in the minds of its man- 
agement about the advisability of ex- 
tending the system to the latter point. 

And now what is likely to come of 
this undertaking? It was started con- 
trary to the allocation of the I. C. C. 
plan, but is fully in keeping with one 
of the fundamental ideas of thar plan, 
viz.: to balance mileage, volume of 
trafic and facilities as between com- 
petitors in a given territory. Will the 
I. C. C. yield, go contrary to its own 
plan and grant the Southern Pacific 
application? 

There appear to be several good rea- 
sons why the I. C. C. should do all 
these things, whether or not it does 
eventually. It is clear that Southern 
Pacific sorely needs the property for 
the reasons already outlined. The Illi- 
nois Central does not want it. There 
was a time when the Frisco would have 
been glad to get it. Now it is not in 
: — financially to attempt such a 

eal. 

“Cotton Belt” gravely needs the pro- 
tecting wing of a strong system like 
Southern Pacific. It develops that the 
former has $9,000,000 of floating debt 
—very large for a road of its size— 
about $21,000,000 bonds maturing 
next year, with nothing to offer with 
which to pay them off, and that fixed 
charges were not earned last year. So 
far this year “Cotton Belt” earnings 
have been materially worse than they 
were in 1930. 

Clearly the only solution of its situ- 
ation is to be taken over by a strong 
system. Will the I. C. C. authorize 
Southern Pacific to do that, thereby 
averting a receivership and giving pro- 
tection to bondholders and stockhold- 
ers, and also to its own large interest 
in the shares, or will it attempt to make 
Illinois Central or some other system 
that does not want the road, assume 
these responsibilities and obligations in 
times like these? 

It would seem that the property 
must be allocated to Southern Pacific 
eventually. The I. C. C. does not want 
more railroad receivership during the 
rest of this year. “Cotton Belt” has 
reached a point where it cannot solve 
its problems alone. Unfortunately 
there are other roads that are rapidly 
getting into the same difficulty. 

Outside of the “Cotton Relt” matter 
there has been no material change re- 
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cently in the position of Southern Pa- 
cific. Its earnings, both gross and net, 
have continued to fall off heavily. For 
the first five months there was a 
decrease in the former item of $22,- 
858,621 and in the latter of $6,780,352. 

The management expects a better 
comparative showing for June, if for 
no other reason, because earnings were 
declining in that month last year. Ac- 
tually oe was only slight improve- 
ment in the gross during the first half 
of that month. 

As maintenance work was crowded 
heavily into the first three months of 
this year, operating expenses, beginning 
with April, have been running con- 
siderably less and will continue to do 
so during the rest of the twelve months. 
This will help the net correspondingly. 
Gross earnings should be larger also for 
the next four or five months than they 
were for the first five months of 1931. 


May Not Cut Dividend 


Southern Pacific directors will not 
act on the dividend again until the 
third Wednesday in August. Whether 
the present 6% annual rate will be 
maintained for the last two quarters 
of this year has not been determined, 
even informally. If earnings pick up 
in the second half, as expected, it is 
probable that the $6 rate will be cov- 
ered, with some margin. If they do 
not, there may be a shortage. 

The regular quarterly disbursement 
of $1.50, payable August 1, was not 
declared at the May meeting without 
careful consideration for some time by 
the directors. They decided they were 
not yet ready to order a cut. For the 
second half of this year they will be 
governed largely by actual earnings 
and the outlook. 

Southern Pacific, with its 22,464 
miles of road and waterways, is one of 
the largest and strongest railroad sys- 
tems in the whole United States. It is 
favorably located geographically, cov- 
ering an extensive and rich traflic- 
producing area in the United States, 
with a line down the west coast of 
Mexico. Physical property always has 
been maintained at a high standard 
and the treasury kept well supplied 
with cash and quickly marketable se- 
curities. 

Net income last year was equal to 
$8.24 a share, against $12.99 in 1929. 
As of December 31, last, cash totaled 
$22,571,642, while the current assets 
were $85,537,787 against current lia- 
bilities of $37,696,902, giving working 
capital of $47,840,885. 

The stock has recovered from 671% 
to above 80 but should still be regarded 
as a good investment yielding about 
6% even with only a $5 dividend. 

Only the stocks of the railroads hav- 
ing the soundest capital structure and 
the strongest treasury position should 


be bought until general business and 
railroad earnings improve- materially, 
or at least show distinct signs of such 
improvement. 








Trade Tendencies 
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able one. While this may mean that 
merchants are sacrificing profits in 
order to achieve volume—as is evi- 
denced by the reports of sharply de: 
creased earnings with a dollar sales vol- 
ume which has not declined in propor- 
tion to prices—it also indicates some- 
thing vastly more important. 

In fact, the high physical volume of 
retail trade in conjunction with the 
known decline in industrial operations 
would lead one to believe that con- 
sumption is outrunning production, a 
state of affairs which obviously cannot 
continue indefinitely and which, when 
it commences to be corrected, will fore- 
shadow the long-awaited revival in 
general business. 








Important Dividend 


Announcements 


NOTE—To obtain a dividend directly from the 
company, the stockholder must have his stock 
transferred to his name before the date of the 
closing of the company’s books. 

Ann’l Amount Stock Pay- 
Rate Deolared Record able 


$6.00 Allied Chem. & Dye....$1. 4 Q 7-10 8-1 
2,00 Allis-Chalmers Mfg.... Q 7-24 815 
2.00 Am. Smelt. & Refin.... te Q 7-10 8-1 
3.00 Amer. W, Wks, & Elec. .75 Q 7-10 8-1 
5.00 Baltimore & Ohio R. R.. 1.25 Q 7-18 91 
4,00 Bethlehem Steel Corp... 1.00 Q 7-18 8-15 
2.60 Bush Terminal Co...... "62% Q 7-10 8-1 
2.00 Colum. Gas & El. Co. 50 Q 7-20 8-15 
6.00 Du Pont de Nem’rs Deb. 1.50 Q 17-10 7-25 
1.00 Electric Pwr. & Lt. Oo. .25 Q 7-11 8-1 
3.00 General Foods ......... 7% Q 17-15 8-1 
3.00 General Mills .......... 75 Q@ 7-15 8-1 
5.00 Hershey Chocolate Corp. 1.25 Q 7-25 8-15 
2.60 Loose-Wiles Biscuit’ Co. .65 @ 7-17 8-1 

Loose-Wiles Biscuit Co.. .10 Ext 7-17 8-1 

2.00 New Jersey Zinc....... 50 Q 7-20 8-10 
8.00 Pacific Lighting Co..... (15 Q@ 7-20 8-15 
4.00 Pullman, Ino, ......... 1.00 Q 7-24 8-15 
4.00 Reading Company ° aanee 1.00 Q 17-16 8-13 
1.00 United Lt. & Pr. Oo. “A” .26 Q 7-15 8-1 
3.00 Wrigley (Wm.) Jr...... 25 M 7-20 8-1 

Important Corporation 
Meetings 
- Date of 
Company Specification Meeting 
Amer, Home Products...... Com. Dividend 7-23 
Austin-Nichols & Co, ........-+-0++ Annual 7-15 


Bangor & Aroostook R.R, 

Pfd. & Com. maetieets = 
Brook: Edison Co........ Com. Dividen “ 
Sentral 1 BR. B. of BM. T..:..: Com. Dividend 7-23 
Cities Service Co. 

Com. and all classes of Pfd. Div’d 7-15 
Commonwealth & Southern Co...... Annual 7-14 
Corn Products Refining..Pfd. & Com. Div’s 6-26 
Diamond Match Co..Pfd. & Com. Dividend 7-28 
Elec. Storage Battery..Pfd. & Com. Divs. 7-14 
Lehn & Fink Prod. Co.........-+ Directors 7-23 
Liggett & M: = Tob. Co. 

Com. & Com. “‘B’” Dividends 7-22 


Morris (Philip) & Co., Ltd......... Annual = 7-21 
National Power & Lt. Co.. ..Com, Dividend 7-16 
National Refining Co........ Com. Dividend 7-21 
Procter & Gamble Co....... Com. Dividend 7-14 
Pullmat, Ise. 2.2005 ccccsescrcce Directors 7-15 
Remington og a Ln sosuetoesinss Annual 7-14 
soars Se pideistasmiaee Special 7-21 
Vanadium Corp. tin eek satee Directors 7-15 


When doing business with our advertisers, kindly mention THE MAGAZINE oF WALL STREET 
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A Complete Financial Library 


in 11 Volumes 


HESE standard books published by THE MAGAZINE OF WALL STREET cover 
every phase of modern security trading and investing. Written in a concise, 
easily understandable, manner they give you the result of years of research 

and successful market operation—the foremost tried and proven methods and the 
important fundamental principles which you can apply to your individual needs. 


Library of Trading and Investment 
Fundamentals 


(No. 1) Fourteen Methods of Operating in the 

Stock Market 
Presents in detail the actual methods used by some of the 
most successful forecasters of market conditions showing 
the factors that, in their opinion, cause a rise or decline in 
security values. 


(No. 2) You and Your Broker 

Discusses every phase of the relationship between your 
broker and yourself. Describes what you should watch in 
entering an order, in checking statements and in attending 
to routine matters on your account. 


(No. 3) When to Sell to Assure Profits 

Goes into detail concerning the fundamental factors that 
affect security values. Covers explicitly the important prin- 
ciple neglected by many investors (who too often are only 
good buyers) “When to Sell to Assure Profits.” 


(No. 4) Studies in Stock Speculation 

Contains the ten Cardinal Trading Principles that you must 
employ if you are to make consistent profits in your market 
operations. Provides you with a complete knowledge of 
stock market technique. 


Famous Set by John Durand 


The New Technique of Uncovering 

Security Bargains 
Describes specifically the different methods necessary for 
selecting profitable investments in leading industries devot- 
ing space to each industry. Goes fully into sound funda- 
mental factors upon which real intrinsic value is founded. 


(No. 6) The Business of Trading in Stocks 


Every branch ot trading is included, from evolving your 
plan to final decision as to what and when to buy and when 
to sell. Charts and graphs of well-known securities are used 


(No. 5) 





Individual Price of 
Each Book ..... $2.25 
When Sets of 2 or 


More Books Are 
Ordered. Each. . $1.50 











July 11, 1931 


THE MAGAZINE OF WALL STREET, 
42 Broadway, New York, N. Y. 


PLEASE send me your Complete Library of 11 Standard 
Books on Security Trading and Investing. 
C) $15 Enclosed. [J C. O. D. $15. 


Name 
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to illustrate and clarify the more technical methods of 
trading. 


(No. 7) 


How to Secure Continuous Security Profits 
in Modern Markets 

Will be especially appreciated by every businessman, investor 

and trader—for it contains the principles upon which the 

experts of The Magazine of Wall Street base their judg- 

ment in the selection of securities. 


The Businessman-Investor’s Library 


(No. 8) Financial Independence at Fifty 

Outlines successful plans for investment and_semi-invest- 
ment through which you may become financially independ- 
ent. * Shows how to budget your income; to save; the kind 
of insurance most profitable, etc. 


(No. 9) Necessary Business Economics for Successful 
Investment 

Sets forth the significance of supply and demand, the effect 

of good and bad crops, the ebb and flow of credit and similar 

factors which should help you to recognize and take advan- 

tage of the trend. 


(No. 10) Cardinal Investment Principles upon which 
Profits Depend 
Tells how to put your financial house in order—how to 
make your plan and carry it out after it is made. Bridges 
many danger spots which otherwise could be avoided only 
through costly experience. 
(No. 11) The Investor’s Dictionary 
487 words and expressions clearly defined. Includes every 
word or phrase used in security transactions. Gives repro- 
ductions of all the ordinary documents used in buying and 
selling stocks and bonds. 
The entire 11 books are uniform in size and style, pro- 
fusely illustrated with charts, graphs and tables, replete 
with practical examples and suggestions. They are all 
richly bound in dark blue flexible fabrikoid, lettered in 
gold, and will make a handsome addition to any bookcase 
or library. 





Special Offer 


Complete Library of 
Entire 11 Books. $15 











All orders outside of the Continental U. S. A. 
must be accompanied by full remittance. 


LEASE send me books as listed above: Nos. 1-2-3-4-5-6- 
7-8-9-10-11. (Simply check books desired, remitting $2.25 
if only one is ordered, or $1.50 each if sets of two or more 
bocks are ordered.) 
a Enclosed: (°C Gio Sek 


[] Please mail me, without obligation, full descriptive circular on above books. 




















Smoke a Fresu cigarette | 





Millions of men and women are now dis- 
covering a brand new enjoyment since 
Camels adopted the new Humidor Pack. 


The mildness and the flavor of fine 
tobacco vanish when scorching or evapo- 
ration steals the natural moisture out of 


a cigarette. 


Now, thanks to the new Humidor Pack, 
Camels, wherever you find them, are al- 
ways fresh and in perfect mild condition. 


© 1931, R. J. Reynolds Tobacco Company, 


Winston-Salem, N. C. 


Factory-fresh Camels are air-sealed in the 
new Sanitary Package which keeps the 
dust and germs out, and keeps the flavor in. 


No harsh, dried tobacco to'‘burn the 
throat. No peppery dust to sting delicate 
membrane — just the cool mild aroma of 
fine tobacco, properly conditioned. 


If you haven’t smoked a Camel recently, 
switch over for just one day, then quit 
them— if you can. 


It is the mark of a considerate hostess, 
by means of the Humidor Pack, to 
“Serve a fresh cigarette.” Buy Camels 
by the carton — this cigarette will 
remain fresh in your home and office 


AMELS 








